COVERING  THE  UNINSURED 
THROUGH  THE  EYES  OF  A  CHILD 


HEARINGS 

BEFORE  THE 

SUBCOMMITTEE  ON  HEALTH 

OF  THE 

COMMITTEE  ON  ENERGY  AND 

COMMERCE 
HOUSE  OF  REPRESENTATIVES 

ONE  HUNDRED  TENTH  CONGRESS 
FIRST  SESSION 

FEBRUARY  14,  MARCH  1,  2007 

Serial  No.  110-6 


Printed  for  the  use  of  the  Committee  on  Energy  and  Commerce 
energycommerce.house.gov 


U.S.  GOVERNMENT  PRINTING  OFFICE 
35-598  PDF  WASHINGTON  :  2007 


For  sale  by  the  Superintendent  of  Documents,  U.S.  Government  Printing  Office 
Internet:  bookstore.gpo.gov    Phone:  toll  free  (866)  512-1800;  DC  area  (202)  512-1800 
Fax:  (202)  512-2250    Mail:  Stop  SSOP,  Washington,  DC  20402-0001 


COMMITTEE  ON  ENERGY  AND  COMMERCE 


JOHN  D.  DI 
HENRY  A.  WAXMAN,  California 
EDWARD  J.  MARKEY,  Massachusetts 
RICK  BOUCHER,  Virginia 
EDOLPHUS  TOWNS,  New  York 
FRANK  PALLONE,  Jr.,  New  Jersey 
BART  GORDON,  Tennessee 
BOBBY  L.  RUSH,  Illinois 
ANNA  G.  ESHOO,  California 
BART  STUPAK,  Michigan 
ELIOT  L.  ENGEL,  New  York 
ALBERT  R.  WYNN,  Maryland 
GENE  GREEN,  Texas 
DIANA  DeGETTE,  Colorado 

Vice  Chairman 
LOIS  CAPPS,  California 
MIKE  DOYLE,  Pennsylvania 
JANE  HARMAN,  California 
TOM  ALLEN,  Maine 
JAN  SCHAKOWSKY,  Illinois 
HILDA  L.  SOLIS,  California 
CHARLES  A.  GONZALEZ,  Texas 
JAY  INSLEE,  Washington 
TAMMY  BALDWIN,  Wisconsin 
MIKE  ROSS,  Arkansas 
DARLENE  HOOLEY,  Oregon 
ANTHONY  D.  WEINER,  New  York 
JIM  MATHESON,  Utah 
G.K.  BUTTERFIELD,  North  Carolina 
CHARLIE  MELANCON,  Louisiana 
JOHN  BARROW,  Georgia 
BARON  P.  HILL,  Indiana 


,,  Michigan,  Chairman 
JOE  BARTON,  Texas 
Ranking  Member 
RALPH  M.  HALL,  Texas 
J.  DENNIS  HASTERT,  Illinois 
FRED  UPTON,  Michigan 
CLIFF  STEARNS,  Florida 
NATHAN  DEAL,  Georgia 
ED  WHITFIELD,  Kentucky 
BARBARA  CUBIN,  Wyoming 
JOHN  SHIMKUS,  Illinois 
HEATHER  WILSON,  New  Mexico 
JOHN  SHADEGG,  Arizona 
CHARLES  W.  "CHIP"  PICKERING, 

Mississippi 
VITO  FOSSELLA,  New  York 
STEVE  BUYER,  Indiana 
GEORGE  RADANOVICH,  California 
JOSEPH  R.  PITTS,  Pennsylvania 
MARY  BONO,  California 
GREG  WALDEN,  Oregon 
LEE  TERRY,  Nebraska 
MIKE  FERGUSON,  New  Jersey 
MIKE  ROGERS,  Michigan 
SUE  MYRICK,  North  Carolina 
JOHN  SULLrVAN,  Oklahoma 
TIM  MURPHY,  Pennsylvania 
MICHAEL  C.  BURGESS,  Texas 
MARSHA  BLACKBURN,  Tennessee 


Professional  Staff 

Dennis  B.  Fitzgibbons,  Chief  of  Staff 
Gregg  A.  Rothschild,  Chief  Counsel 

Sharon  E.  Davis,  Chief  Clerk 
Bud  Albright,  Minority  Staff  Director 


Subcommittee  on  Health 


FRANK  PALLONE, 
HENRY  A.  WAXMAN,  California 
EDOLPHUS  TOWNS,  New  York 
BART  GORDON,  Tennessee 
ANNA  G.  ESHOO,  California 
GENE  GREEN,  Texas 
DIANA  DEGETTE,  Colorado 
LOIS  CAPPS,  California 
TOM  ALLEN,  Maine 
ELIOT  L.  ENGEL,  New  York 
JAN  SCHAKOWSKY,  Illinois 
HILDA  L.  SOLIS,  California 
MIKE  ROSS,  Arkansas 
DARLENE  HOOLEY,  Oregon 
ANTHONY  D.  WEINER,  New  York 
JIM  MATHESON,  Utah 


Jr.,  New  Jersey,  Chairman 
NATHAN  DEAL,  Georgia, 

Ranking  Member 
RALPH  M.  HALL,  Texas 
BARBARA  CUBIN,  Wyoming 
HEATHER  WILSON,  New  Mexico 
JOHN  B.  SHADEGG,  Arizona 
STEVE  BUYER,  Indiana 
JOSEPH  R.  PITTS,  Pennsylvania 
MIKE  FERGUSON,  New  Jersey 
MIKE  ROGERS,  Michigan 
SUE  MYRICK,  North  Carolina 
JOHN  SULLrVAN,  Oklahoma 
TIM  MURPHY,  Pennsylvania 
MICHAEL  C.  BURGESS,  Texas 
MARSHA  BLACKBURN,  Tennessee 


(ID 


CMS  Library 

C2-07-13 
!  7500  Security  Blvd. 
\  Baltimore,  Maryfehd  21144 


CONTENTS 


FEBRUARY  14,  2007 

Page 


Allen,  Hon.  Tom,  a  Representative  in  Congress  from  the  State  of  Maine, 

opening  statement   15 

Baldwin,  Hon.  Tammy,  a  Representative  in  Congress  from  the  State  of  Wis- 
consin, opening  statement    16 

Barton,  Hon.  Joe,  a  Representative  in  Congress  from  the  State  of  Texas, 

opening  statement   6 

Burgess,  Hon.  Michael  C,  a  Representative  in  Congress  from  the  State  of 
Texas,  opening  statement    10 

Capps,  Hon.  Lois,  a  Representative  in  Congress  from  the  State  of  California, 
opening  statement    13 

Deal,  Hon.  Nathan,  a  Representative  in  Congress  from  the  State  of  Georgia, 

opening  statement    3 

DeGette,  Hon.  Diana,  a  Representative  in  Congress  from  the  State  of  Colo- 
rado, opening  statement    9 

Dingell,  Hon.  John  D.,  a  Representative  in  Congress  from  the  State  of  Michi- 
gan, opening  statement    7 

Engel,  Hon.  Eliot  L.,  a  Representative  in  Congress  from  the  State  of  New 
York,  opening  statement   22 

Eshoo,  Hon.  Anna  G.,  a  Representative  in  Congress  from  the  State  of  Califor- 
nia, opening  statement    5 

Ferguson,  Hon.  Mike,  a  Representative  in  Congress  from  the  State  of  New 
Jersey    8 

Green,  Hon.  Gene,  a  Representative  in  Congress  from  the  State  of  Texas, 

opening  statement    11 

Hooley,  Hon.  Darlene,  a  Representative  in  Congress  from  the  State  of  Oregon, 

opening  statement    20 

Matheson,  Hon.  Jim,  a  Representative  in  Congress  from  the  State  of  Utah, 

opening  statement    17 

Murphy,  Hon.  Tim,  a  Representative  in  Congress  from  the  Commonwealth 

of  Pennsylvania,  opening  statement    17 

Pallone,  Hon.  Frank,  Jr.,  a  Representative  in  Congress  from  the  State  of 
New  Jersey,  opening  statement    2 

Schakowsky,  Hon.  Jan,  a  Representative  in  Congress  from  the  State  of  Illi- 
nois, opening  statement    19 

Solis,  Hon.  Hilda  L.,  a  Representative  in  Congress  from  the  State  of  Califor- 
nia, opening  statement    18 

Waxman,  Hon.  Henry  A.,  a  Representative  in  Congress  from  the  State  of 
California,  opening  statement    21 

Wilson,  Hon.  Heather,  a  Representative  in  Congress  from  the  State  of  New 

Mexico,  opening  statement    14 

Witnesses 

Berkelhamer,  Jay  E.,  M.D.,  president,  American  Academy  of  Pediatrics    29 

Prepared  statement    65 

Lambrew,  Jeanne  M.,  Ph.D.,  associate  professor,  Department  of  Health  Pol- 
icy, The  George  Washington  University  School  of  Public  Health  and  Health 

Services    25 

Prepared  statement    69 

Mingledorff,  Kathy  Paz,  mission  volunteer,  March  of  Dimes,  Springfield,  VA  ..  32 

Prepared  statement    59 

Molina,  Susan,  community  leader,  PICO  Colorado,  Denver,  CO   24 


(III) 


IV 

^  .  ....  Pase 

Molina,  Susan,  community  leader,  PICO  Colorado,  Denver,  CO— Continued 

Prepared  statement   55 

Owcharenko,  Nina,  senior  policy  analyst,  Center  for  Health  Policy  Studies, 

the  Heritage  Foundation   ;   30 

Prepared  statement   82 

Peterson,  Chris  L.,  specialist,  social  legislation,  Congressional  Research  Serv- 
ice   27 

Prepared  statement    91 

Submitted  Material 

America's  Health  Insurance  Plans,  statement    62 

MARCH  1,  2007 

Pallone,  Hon.  Frank  Jr.,  a  Representative  in  Congress  from  the  State  of 
New  Jersey,  opening  statement    103 

Witnesses 

Allen,  Kathryn  G.,  Director,  Health  Care,  U.S.  Government  Accountability 

Office    112 

Prepared  statement    132 

McDavid,  Lolita  M.,  M.D.,  medical  director,  Child  Advocacy  and  Protection, 

Cleveland,  OH    104 

Prepared  statement    180 

Sloyer,  Phyllis,  R.N.,  Ph.D,  division  director,  Children's  Medical  Services, 

Department  of  Health,  Tallahassee,  FL    109 

Prepared  statement    175 

Vitale,  Hon.  Joseph  F.,  New  Jersey  State  Senator.  Woodbridge,  NJ    106 

Prepared  statement    183 

Weil,  Alan,  executive  director,  National  Academy  for  State  Health  Policy, 

Washington,  DC    108 

Prepared  statement    184 

Submitted  Material 

Trautwein,  Janet  Stokes,  National  Association  of  Health  Underwriters,  state- 
ment   188 


COVERING  THE  UNINSURED  THROUGH  THE 
EYES  OF  A  CHILD 


WEDNESDAY,  FEBRUARY  14,  2007 

House  of  Representatives, 

Subcommittee  on  Health, 
Committee  on  Energy  and  Commerce, 

Washington,  DC. 
The  subcommittee  met,  pursuant  to  call,  at  2:08  p.m.,  in  room 
2322  of  the  Rayburn  House  Office  Building,  Hon.  Frank  Pallone, 
Jr.  (chairman  of  the  subcommittee)  presiding. 

Members  present:  Representatives  Waxman,  Deal,  Eshoo,  Green, 
DeGette,  Capps,  Allen,  Baldwin,  Engel,  Schakowsky,  Solis,  Hooley, 
Matheson,  Dingell  [ex  officio],  Ferguson,  Myrick,  Sullivan,  Murphy, 
Burgess,  Barton  [ex  officio],  and  Wilson. 

Staff  present:  Jonathan  Cordone,  Bridgett  Taylor,  Amy  Hall, 
Purvee  Kempf,  Christie  Houlihan,  Elizabeth  Ertel,  Ryan  Long, 
Katherine  Morton,  Brenda  Clark,  and  Chad  Grant. 

Mr.  Pallone.  I  will  call  this  meeting  to  order.  And  I  wanted  to 
mention  that  today  we  have  a  hearing  on  covering  the  uninsured 
through  the  eyes  of  a  child.  But  before  we  begin,  I  just  did  want 
to  mention  there  was  originally  a  second  hearing  tomorrow  focus- 
ing more  specifically  on  SCHIP  and  the  reauthorization.  That  was 
postponed  due  to  the  death  of  our  colleague,  Charlie  Norwood.  That 
hearing  most  likely  will  take  place  on  Thursday,  March  1,  2  weeks 
from  today.  But  before  we  proceed  if  I  could,  I  just  wanted  to  ask 
if  we  could  have  a  moment  of  silence  for  our  colleague.  Needless 
to  say,  he  was  a  great  American  and  someone  who  cared  deeply 
and  contributed  so  much  to  the  healthcare  debate  and  if  we  could 
just  now  have  a  minute  silence. 

[Moment  of  silence  observed.] 

Thank  you  very  much.  I  understand  that  the  funeral  is  tomor- 
row, Mr.  Deal? 

Mr.  Deal.  Yes,  Mr.  Chairman.  If  I  could  maybe  just  briefly  give 
the  outline  of  the  details.  My  understanding  is  that  the  Sergeant 
at  Arms  will  be  coordinating  an  airplane  for  those  who  wish  to  at- 
tend the  funeral  that  will  leave  the  horseshoe  at  about  10:30  to- 
morrow morning.  The  funeral  is  at  2:00.  The  plane  will  fly  directly 
into  Augusta  which  is  where  the  funeral  will  be  held  and  then  we 
will  return  tomorrow  evening  about  6:30  is  the  anticipated  return 
time. 

Thank  you. 

Mr.  Pallone.  Thank  you  very  much. 

(l) 
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OPENING  STATEMENT  OF  HON.  FRANK  PALLONE,  JR.,  A  REP- 
RESENTATIVE IN  CONGRESS  FROM  THE  STATE  OF  NEW  JER- 
SEY 

Mr.  Pallone.  I  now  recognize  myself  for  an  opening  statement. 
Today,  the  subcommittee  will  examine  the  problem  of  the  unin- 
sured and  how  it  specifically  impacts  children.  We  will  also  explore 
the  program  Congress  established  nearly  10  years  ago  to  help  alle- 
viate this  problem,  the  State  Children's  Health  Insurance  Program 
or  SCHIP  which  must  be  reauthorized  this  year. 

As  a  father  of  three  young  children,  I  realize  how  important  it 
is  for  children  to  have  access  to  quality  healthcare.  My  wife  and  I 
are  fortunate  that  we  have  the  means  to  provide  health  insurance 
coverage  to  our  three  children  through  the  Federal  Employees 
Health  Benefits  Plan,  the  same  program  that  many  of  my  col- 
leagues use  to  provide  health  insurance  to  their  families.  But  not 
every  family  is  quite  as  lucky.  For  too  many  American  families 
they  are  simply  struggling  day  to  day  to  afford  the  cost  of  health 
insurance.  And  as  healthcare  costs  continue  to  rise,  employer  spon- 
sored insurance  is  eroding.  Employers  are  shifting  more  cost  to 
workers  or  they  are  dropping  coverage  all  together.  Nor  has  the  in- 
dividual market  been  a  viable  source  of  insurance  coverage  for 
most  Americans  and  the  result  has  been  a  steady  increase  in  the 
number  of  uninsured  Americans  since  2001. 

Today,  there  are  nearly  47  million  Americans  who  do  not  have 
health  insurance.  Millions  more  are  underinsured.  And  what  is 
even  more  appalling  is  that  approximately  9  million  of  those  who 
are  uninsured  are  children.  Now  I  am  going  to  repeat  that  again 
because  I  think  it  is  worth  emphasizing:  9  million  children  in  this 
country  do  not  have  health  insurance.  I  think  that  is  a  national 
disgrace  in  a  country  as  wealthy  and  compassionate  as  ours.  No 
child  should  be  left  behind  without  health  insurance,  let  alone  9 
million  children. 

Now  this  disturbing  statistic  would  undoubtedly  be  worse  if  were 
not  for  the  State  Children's  Health  Insurance  Program  or  SCHIP. 
Since  this  was  established  by  Congress  10  years  ago,  SCHIP  has 
helped  reduce  the  number  of  uninsured  children  in  our  Nation. 
Thanks  to  SCHIP,  the  percentage  of  low  income  children  in  the 
U.S.  without  health  insurance  has  fallen  by  one-fourth  since  it  was 
created  in  1997.  And  more  than  6  million  low  income  children, 
most  of  who  would  otherwise  be  uninsured  are  enrolled  in  SCHIP. 

While  the  program  has  largely  been  a  success,  it  is  now  being 
threatened.  Last  year  for  the  first  time  since  1998,  the  number  of 
uninsured  children  in  the  country  actually  increased.  And  I  think 
we  have  to  stop  this  alarming  trend.  Part  of  our  effort  must  include 
strengthening  SCHIP  so  it  can  continue  to  serve  those  in  need.  The 
most  immediate  and  glaring  problem  is  the  lack  of  funding  for  the 
program.  Simply  stated  more  money  is  needed  in  order  to  ensure 
the  viability  of  SCHIP.  Various  healthcare  experts  have  estimated 
that  we  need  additional  funding  over  the  next  5  years  simply  to 
help  maintain  the  program  for  those  who  are  already  enrolled.  And 
if  we  are  going  to  find  the  funds,  I  should  say  find  the  approxi- 
mately 6  million  children  who  are  eligible  for  SCHIP  or  Medicaid 
but  who  are  not  enrolled.  We  would  need  at  least  a  total  of  $50  bil- 
lion over  the  next  5  years.  Now  some  people  may  say  that  this  fig- 
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ure  is  unreasonable  or  unrealistic  and  will  be  difficult  to  fund  given 
the  budget  constraints.  But  I  say  how  can  we  afford  not  to  spend 
this  money  on  this  country's  most  vital  asset,  our  children?  It  is 
simply  a  sound  investment  in  our  Nation's  future.  Republicans  had 
no  problem  spending  $534  billion  on  the  Medicare  prescription 
drug  benefit.  And  aren't  our  children  worth  even  a  fraction  of  what 
it  costs  us  just  to  get  seniors  prescription  drugs? 

I  have  to  say  and  I  have  already  said  when  we  had  our  hearing 
with  Secretary  Leavitt  that  I  strongly  disagree  with  President 
Bush  who  has  come  up  with  his  own  plan  for  SCHIP  reauthoriza- 
tion. In  his  recent  budget,  the  President  proposed  a  meager  $4.8 
billion  for  SCHIP  over  the  next  5  years  and  would  limit  eligibility 
to  200  percent  of  the  Federal  poverty  level.  His  plan  shortchanges 
America's  children  and  will  do  nothing  to  solve  the  problems  we 
current  face  with  SCHIP.  In  fact,  it  will  make  matters  worse.  I 
have  little  doubt  that  if  enacted,  the  President's  proposal  would  re- 
sult in  fewer  children  with  health  insurance  coverage  than  there 
are  today.  What  is  worse  is  that  the  administration  knows  this. 
They  have  to  know  it.  Common  sense  tells  us  that  restricted  fund- 
ing and  limited  eligibility  is  going  to  result  in  fewer  insured  chil- 
dren. Yet  the  administration  and  Republicans  in  Congress  try  to 
shift  the  debate  by  arguing  about  returning  to  the  original  objective 
of  SCHIP  by  leaving  out  the  parents  that  are  covered  today. 

The  time  has  come  to  cut  through  all  the  smoke  and  mirrors.  The 
truth  of  the  matter  is  that  a  mere  10  percent  of  those  covered 
under  SCHIP  are  adults  including  pregnant  women.  And  once  you 
start  to  talk  about  reducing  eligibility  levels,  cutting  people  from 
the  roles  and  under-funding  the  program,  then  that  is  when  you 
are  moving  away  from  SCHIP's  original  purpose.  We  have  a  unique 
opportunity  before  us  this  year.  Finally  we  have  the  chance  to  real- 
ly do  something  about  the  uninsured.  It  is  no  longer  good  enough 
to  simply  say  that  we  cannot  do  t  his  because  it  costs  us  too  much 
money.  We  as  a  Nation  must  choices  about  how  we  allocate  our  re- 
sources and  I  would  submit  that  there  are  fewer  needs  more  impor- 
tant than  those  of  our  children  and  we  should  be  willing  to  spend 
the  money  necessary  to  ensure  every  child  has  access  to  meaning- 
ful healthcare.  Ten  years  ago,  we  were  able  to  come  together  in  a 
bipartisan  spirit  and  work  together  to  establish  SCHIP.  Ten  years 
later  let  us  work  together  again  to  strengthen  it.  I  am  committed 
to  that  effort  and  I  hope  that  my  colleagues  on  both  sides  of  the 
aisle  will  join  with  me.  And  I  want  to  thank  again  our  witnesses 
for  attending  today.  And  with  that,  I  would  now  recognize  the 
ranking  member  of  the  subcommittee,  Mr.  Deal  for  an  opening 
statement. 

OPENING  STATEMENT  OF  HON.  NATHAN  DEAL,  A  REPRESENT- 
ATIVE IN  CONGRESS  FROM  THE  STATE  OF  GEORGIA 

Mr.  Deal.  I  want  to  thank  the  chairman  for  calling  this  hearing 
today  and  to  thank  our  panel  of  expert  witnesses  for  attendance  at 
the  hearing.  We  look  forward  to  your  testimony  and  I  am  sure  that 
it  will  enlighten  us  as  we  approach  this  subject. 

I  think  it  is  certainly  appropriate  the  committee  take  this  oppor- 
tunity to  examine  the  characteristics  of  uninsured  children  in  our 
country.  This  is  something  we  need  to  understand  before  we  at- 
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tempt  to  reauthorize  SCHIP.  As  we  all  know,  the  health  of  a  child 
without  coverage  is  put  at  risk  by  having  no  health  insurance  cov- 
erage. And  we  also  know  that  lack  of  health  coverage  impacts  the 
broader  society  by  increasing  the  cost  of  healthcare  and  the  cost  of 
insurance  to  other  people. 

One  of  the  biggest  barriers  preventing  the  uninsured  from  receiv- 
ing coverage  is  the  cost  of  insurance  in  this  country  today.  I  am 
certain  that  these  prices  continue  to  escalate  more  and  more  and 
more  and  more  families  face  the  difficult  decision  or  the  choice  of 
whether  to  buy  insurance  or  not.  I  would  hope  that  on  another  day 
the  committee  might  take  an  opportunity  to  evaluate  the  mecha- 
nisms that  would  lower  the  cost  of  coverage  not  only  for  children 
but  for  adults  as  well. 

States  such  as  mine  have  taken  some  steps  to  try  to  make  health 
insurance  more  affordable  for  everyone.  They  have  removed  and  re- 
pealed some  of  the  mandates  that  they  had  built  up  over  the  years. 
And  one  of  the  impediments  to  people  buying  health  insurance  we 
are  told  is  that  State  mandates  for  what  the  coverage  must  look 
like  has  driven  the  price  and  the  cost  up.  I  have  seen  however  first- 
hand in  my  State  the  success  of  the  SCHIP  which  we  call  Peach 
Care.  You  would  think  we  would  in  Georgia  in  covering  low  income 
children.  For  instance,  almost  70  percent  of  the  children  covered  by 
the  program  in  my  State  are  between  the  100  and  150  percent  of 
poverty.  Ninety-five  percent  of  them  are  less  than  200  percent  of 
poverty,  although  our  eligibility  is  currently  at  235  percent  of  pov- 
erty. 

Nevertheless,  the  variety  of  different  SCHIP  Programs  across  the 
country  have  made  it  apparent  to  me  that  in  some  States  the  pro- 
gram has  lost  its  focus;  that  is  to  cover  low  income  children.  I  am 
also  very  concerned  about  Federal  dollars  intended  for  children 
being  spent  on  childless  adults.  Specifically,  I  look  to  the  four 
States  where  adult  enrollment  exceeds  child  enrollment  under 
SCHIP.  While  I  believe  continued  flexibility  for  States  is  important 
as  we  designed  the  program  to  fit  their  needs.  I  think  this  flexibil- 
ity should  have  some  limits  so  that  the  primary  focus  remains  on 
low  income,  uninsured  children.  Current  income  eligibility  require- 
ments also  must  be  addressed.  Coming  from  a  State  where  the  me- 
dian household  income  is  around  $42,000,  some  of  the  income  lev- 
els covered  by  SCHIP  Programs  in  other  States  would  to  us  seem 
excessive. 

I  believe  the  funding  allocation  formula  also  deserves  attention 
through  the  course  of  this  hearing  and  I  know  that  Chairman 
Pallone  and  I  both  come  from  shortfall  States  where  our  block 
grant  money  has  not  been  adequate  to  see  us  through  this  current 
fiscal  year  and  we  are  in  a  shortfall  as  is  the  State  of  New  Jersey. 
One  of  the  complaints,  a  legitimate  complaint  that  my  State  and 
others  have  voiced  is  that  the  funding  formula  allocation  is  not  ap- 
propriate. For  example,  once  you  enroll  a  child  in  SCHIP,  you 
therefore  lose  the  ability  to  count  that  child  in  your  uninsured  pop- 
ulation calculations.  That  seems  to  me  to  be  contradictory  in  the 
way  the  formula  currently  works.  I  am  concerned  that  it  does  focus 
too  much  on  giving  money  to  States  with  higher  uninsured  popu- 
lations and  penalize  those  States  which  have  done  a  good  job  and 
they  are  successful  enrolling  their  SCHIP  population. 
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Ultimately  though,  I  fear  that  SCHIP  that  if  it  is  expanded  it 
could  have  the  possibility  of  crowding  out  individuals  in  the  private 
insurance  market.  For  instance,  a  family  with  private  coverage 
may  drop  that  coverage  and  put  their  children  on  the  Government 
program.  In  doing  this,  the  parents  may  decide  to  continue  without 
any  coverage.  So  rather  than  decreasing  the  uninsured  population, 
we  would  simply  shift  that  into  a  Government  program  and  might 
leave  the  adults  in  the  family  who  previously  had  coverage  without 
any. 

I  am  sure  the  committee  will  closely  examine  each  of  these  and 
other  issues  as  we  consider  the  reauthorization  of  SCHIP  and  I 
think  the  chairman  for  the  time. 

Mr.  PALLONE.  Thank  you.  Thank  you,  Mr.  Deal. 

I  now  recognize  the  gentlewoman  from  California,  Ms.  Eshoo  for 
an  opening  statement. 

OPENING  STATEMENT  OF  HON.  ANNA  G.  ESHOO,  A  REP- 
RESENTATIVE IN  CONGRESS  FROM  THE  STATE  OF  CALIFOR- 
NIA 

Ms.  Eshoo.  Thank  you,  Mr.  Chairman  and  welcome  to  the  wit- 
nesses that  are  here  today. 

I  think  it  is  really  fitting  that  in  your  first  hearing  as  chairman 
of  this  subcommittee  that  you  speak  on  the  issue  of  insuring  chil- 
dren. I  think  it  is  a  fitting  tribute  to  you  and  what  you  have  cared 
about  for  so  many  years. 

The  fact  is  that  there  are  nearly  9  million  children  without  guar- 
anteed healthcare  in  our  country.  And  I  do  not  think  that  statistic 
is  synonymous  with  the  word  America,  so  we  have  work  to  do.  In 
the  short-term,  we  are  going  to  have  to  obviously  reauthorize 
SCHIP  because  it  does  provide  coverage  for  approximately  5.5  mil- 
lion children  in  our  country  today.  We  also  have  to  make  sure  that 
there  is  appropriate  funding  that  goes  along  with  the  policy  so  that 
we  cover  all  children,  all  eligible  children  under  the  law. 

I  think  we  also  have  to  look  at  how  we  can  better  enroll  those 
who  are  eligible.  There  are  children  in  my  congressional  district 
and  I  think  in  every  member's  congressional  district  that  are  eligi- 
ble but  for  one  reason  or  another  have  not  stepped  up  to  be  en- 
rolled and  I  hope  that  our  witnesses  will  speak  to  that.  I  think  it 
is  encouraging  that  there  is  so  many  groups  and  entities  that  are 
looking  to  tackle  the  program  of  the  uninsured.  In  California,  Gov- 
ernor Schwarzenegger  has  put  out  his  proposal  to  cover  all  the  un- 
insured. That  is  not  just  children  but  adults.  His  Health  and 
Human  Services  director,  Kim  Belshey,  met  with  some  members  of 
the  California  Democratic  delegation  today.  So  we  welcome  all 
comers  to  this  debate.  In  the  county  that  I  live  in,  the  county  is 
working  to  put  together  a  program  for  insuring  all  of  its  residents 
as  well  so  this  is  good  news. 

But  we  have  a  responsibility  when  it  comes  to  SCHIP.  There  are 
many  obstacles.  We  are  not  creating  a  new  program.  I  think  the 
reauthorization  of  SCHIP  gives  us  the  opportunity  to  cast  some 
very  important  light  on  it  and  how  we  can  build  on  this  very  impor- 
tant block  that  is  part  of  the  healthcare  system,  most  importantly 
for  our  kids. 
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So  thank  you  for  having  the  hearing.  Again,  I  think  it  is  fitting, 
Mr.  Chairman,  that  you  are  starting  with  children  and  I  look  for- 
ward to  hearing  the  testimony  and  then  being  able  to  ask  some 
questions.  And  we  will  be  able  to  submit  questions  to  our  witnesses 
if  we  cannot  stay  for  the  entire  hearing,  Mr.  Chairman? 

Mr.  Pallone.  Absolutely. 

Ms.  ESHOO.  All  right,  thank  you  very  much. 

I  yield  back. 

Mr.  Pallone.  And  thank  you.  Thank  you  for  those  comments,  I 
appreciate  it. 

I  now  recognize  the  ranking  member  of  the  full  committee,  Mr. 
Barton  of  Texas. 

OPENING  STATEMENT  OF  HON.  JOE  BARTON,  A 
REPRESENTATIVE  IN  CONGRESS  FROM  THE  STATE  OF  TEXAS 

Mr.  Barton.  Thank  you,  Chairman  Pallone. 

I  have  a  nine  page  statement.  I  am  just  going  to  submit  that  for 
the  record  to  save  us  all  the  grief  of  listening  to  that. 

I  do  want  to  say  a  few  things.  I  think  it  is  very  appropriate  that 
you  have  held  this  hearing  on  the  reauthorization  of  SCHIP.  This 
is  one  of  our  newer  programs.  It  was  created,  I  believe  in  1997  or 
1998.  And  I  think  people  on  both  sides  of  the  aisle  obviously  want 
to  reauthorize  it.  There  will  be  some  differences  of  opinions  about 
what  we  do  as  we  do  that  reauthorization.  I  would  hope  that  we 
can  have  a  consensus  that  we  should  maintain  its  status  a  block 
grant  program  that  is  a  State-Federal  partnership.  I  do  hope  that 
we  can  refocus  that  it  is  a  children's  health  insurance  program  and 
really  was  not  intended  to  be  for  adults.  I  think  it  is  going  to  be 
obvious  that  we  are  going  to  have  to  take  a  look  at  the  formula  and 
how  the  moneys  are  allocated  between  the  various  States.  And  we 
may  want  to  set  some  criteria  above  what  percent  of  the  Federal 
poverty  level  do  we  expect  the  States  to  pick  up  the  funds  as  op- 
posed to  the  Federal  dollars  going  above  a  certain  level. 

There  are  broader  health  issues  that  impinge  on  this  as  we  look 
at  our  children's  programs.  And  some  of  the  areas  that  some  of  our 
friends  on  the  Democrat  side  may  want  to  bring  into  the  SCHIP, 
I  think  will  oppose  it  within  SCHIP  but  in  the  broader  context  we 
will  not  oppose  at  all.  I  support  additional  funding  for  community 
health  centers.  I  support  State  high  risk  insurance  pools.  I  think 
the  President's  idea  in  terms  of  using  some  Medicaid  funds  for 
health  insurance  and  giving  a  tax  credit  to  the  individual  for 
health  insurance  as  opposed  to  giving  that  tax  credit  to  the  busi- 
ness is  a  good  idea.  And  I  think  small  business  health  insurance 
pools  are  a  good  idea.  I  hope  we  can  look  at  Medicaid  reform  and 
in  the  context  of  that  create  some  sort  of  a  permanent  long-term 
healthcare  program  for  our  adults  and  senior  citizens.  It  would 
take  a  lot  of  pressure  off  of  Medicaid. 

So  this  subcommittee  is  going  to  have  many,  many  issues.  I  have 
not  even  enumerated  half  the  ones  that  need  to  be  discussed  but 
for  today  we  look  forward  to  listening  to  our  witnesses  on  SCHIP 
and  we  want  to  thank  you.  I  have  not  received  any  complaints 
about  the  lack  of  minority  witnesses  so  you  have  obviously  worked 
well  with  the  minority  staff  and  Mr.  Deal  and  I  commend  you  for 
that. 
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On  a  personal  note,  I  think  everybody  knows  this  but  Congress- 
man Norwood's  funeral  is  tomorrow  afternoon  at  2  o'clock  in  Geor- 
gia. There  is  a  congressional  delegation  if  anyone  wants  to  go,  they 
need  to  alert  the  Speaker's  office  and  I  think  we  are  leaving  from 
the  steps  of  the  Capitol  at  10:30  tomorrow  morning.  Charlie  Nor- 
wood was  a  member  of  this  committee.  He  was  a  member  of  this 
subcommittee.  I  have  a  letter  on  my  desk  dated  February  8  from 
him  asking  about  some  issues  and  his  positions.  As  he  was  going 
home  to  Georgia,  he  dictated  a  letter  and  said  that  he  wanted  some 
things  done  and  it  is  dated  February  8  which  is  the  day  he  left  to 
go  home  so  we  are  going  to  miss  him  and  I  yield  back. 

Mr.  PALLONE.  Thank  you. 

Earlier,  we  had  a  moment  of  silence  for  Congressman  Norwood 
and  we  expressed  our  feelings  about  him  but  I  do  appreciate  your 
mentioning  that  letter  and  all  that  he  has  done  for  the  issue  of 
healthcare  and  for  the  Congress  in  general.  Thank  you. 

I  wanted  now  we  will  ask  the  chairman  of  the  full  committee, 
Mr.  Dingell  for  an  opening  statement.  Thank  you. 

OPENING  STATEMENT  OF  HON.  JOHN  D.  DINGELL,  A  REP- 
RESENTATIVE IN  CONGRESS  FROM  THE  STATE  OF  MICHI- 
GAN 

The  Chairman.  Mr.  Chairman,  thank  you  and  congratulations  on 
your  first  hearing  as  chairman  of  this  subcommittee  and  you  have 
chosen  an  admirable  subject  on  which  to  bring  to  bear  your  very 
fine  and  able  talents. 

First  of  all,  this  hearing  is  about  a  critical  and  straightforward 
subject,  one  in  which  there  is  a  great  national  need,  healthcare  for 
kids.  It  has  been  8  years  since  this  matter  was  addressed  in  the 
committee  and  it  is  time  that  we  should  take  a  careful  look  at  it. 

The  fact  is  we  know  how  to  provide  healthcare  for  children  in  a 
cost  effective  way.  Medicaid  and  SCHIP  or  the  State  Children's 
Health  Insurance  Program  have  been  remarkably  successfully  pro- 
grams in  this  regard.  Today  more  than  one  in  every  four  children 
receives  healthcare  through  these  programs.  This  year,  the  State 
Children's  Health  Insurance  Program  will  mark  a  decade  since  its 
enactment.  Its  success  story  is  that  6  million  children  are  no  longer 
without  health  insurance  but  more  needs  to  be  done.  Today,  seven 
out  of  10  uninsured  children  eligible  for  Medicaid  or  SCHIP  are  not 
enrolled.  We  need  to  give  the  States  the  tools  and  the  financial  in- 
centives to  reach  these  children.  In  so  doing,  we  can  make  signifi- 
cant headway  towards  ensuring  healthcare  for  children  in  low  and 
moderate  income  families. 

Now  is  the  time  to  reauthorize  the  program  and  to  build  on  the 
success  which  we  have  seen  so  far.  Many  may  question  whether  we 
can  afford  to  do  so,  however,  the  real  question  is  can  our  country 
afford  not  to  do  it?  The  President  has  provided  us  with  a  roadmap 
leading  us  regrettably  in  exactly  the  wrong  direction.  His  fiscal 
year  2008  budget  proposal  only  preserves  one-fifth  of  the  half  mil- 
lion children  who  are  expected  to  lose  coverage  over  the  next  5 
years.  Coverage  for  pregnant  women,  parents,  and  other  adults  is 
at  risk  under  his  budget  as  well.  The  evidence  is  clear.  Covering 
parents  helps  increase  the  coverage  of  children.  We  know  that  pro- 
viding healthcare  for  pregnant  women  improves  birth  outcomes 
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and  the  health  and  the  wellbeing  of  the  child.  Providing  healthcare 
now  will  provide  greater  benefits  down  the  road  and  prevent  great- 
er costs  at  the  same  time. 

I  look  forward  to  the  testimony  of  the  witnesses.  They  will  not 
only  report  on  what  SCHIP  has  done  well  but  also  what  can  be 
done  better  and  how  we  can  improve  the  program.  This  is  impor- 
tant as  we  focus  on  ensuring  the  youngest  amongst  us  will  receive 
the  healthcare  they  need. 

I  would  like  to  just  say  a  word  at  this  point  in  the  time  remain- 
ing to  me.  Charlie  Norwood  was  a  very  valuable  member  of  this 
committee.  And  like  his  colleagues  all  across  the  committee  on  both 
sides  of  the  aisle,  I  was  very  fond  of  him.  I  greatly  regret  his  loss 
and  grieve  that  we  will  not  have  him  with  us  to  work  with  us  on 
important  health  matters.  He  was  a  wise  and  a  good  and  a  decent 
man  and  we  will  pray  to  God  for  his  soul  and  for  the  comfort  of 
his  family. 

And  I  thank  you,  Mr.  Chairman.  You  will  note  I  have  concluded 
in  2  minutes  and  5  seconds. 
Mr.  Pallone.  The  gentleman  from  New  Jersey,  Mr.  Ferguson. 

OPENING  STATEMENT  OF  HON.  MIKE  FERGUSON,  A  REP- 
RESENTATIVE IN  CONGRESS  FROM  THE  STATE  OF  NEW  JER- 
SEY 

Mr.  Ferguson.  Thank  you,  Mr.  Chairman. 

Congratulations  on  your  first  hearing  as  chairman  of  the  sub- 
committee and  thank  you  also  for  recognizing  the  passing  of  Char- 
lie Norwood  who  was  a  dear  friend  to  many  of  us  and  a  committed 
public  servant  and  we  certainly  offer  our  prayers  to  his  family  and 
friends  today. 

Thank  you  also  for  holding  this  hearing.  I  appreciate  the  oppor- 
tunity to  speak  today  on  an  issue  that  I  think  many  of  us  can  agree 
on.  Certainly  all  of  us  can  agree  that  taking  care  of  our  vulnerable 
children  in  our  home  States  is  a  huge  priority.  My  home  State  of 
New  Jersey  and  one  that  I  share  with  our  chairman  has  had  a 
SCHIP  Program  up  and  running  since  1998.  And  the  program  cur- 
rently provides  health  insurance  to  some  200,000  individuals.  I 
support  New  Jersey's  program  and  believe  that  our  work  in  this 
committee  is  vital  to  ensure  that  SCHIP  services  are  there  for  the 
people  who  rely  upon  them. 

SCHIP  is  nearing  the  end  of  its  authorization.  There  are  many 
issues  we  will  face  as  we  work  to  reauthorize  the  program.  The 
hallmark  of  the  program,  the  flexibility  offered  to  States  to  provide 
a  targeted  approach  to  covering  children  must  be  maintained,  I  be- 
lieve. Proper  funding  is  also  vital  for  State  programs  to  execute 
their  mission.  New  Jersey  has  faced  a  shortfall  in  funding  each  of 
the  last  3  years  and  I  want  to  work  hard  with  others  on  this  com- 
mittee to  ensure  that  my  home  State  receives  the  money  that  it 
needs  to  provide  this  coverage.  But  most  importantly,  it  remains 
clear  SCHIP  is  a  good  program  and  it  must  be  funded  adequately. 

I  look  forward  to  hearing  from  our  panelists  today.  I  look  forward 
to  hearing  further  panelists  in  future  hearings.  Their  commentary 
on  what  SCHIP  is  doing  right  and  what  can  be  done  to  improve 
the  program  is  vital  as  we  begin  this  conversation. 

Thank  you  again,  Mr.  Chairman,  I  yield  back. 
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Mr.  Pallone.  Thank  you. 

Now  we  will  have  an  opening  statement  from  the  gentlewoman 
from  Colorado,  Ms.  DeGette. 

OPENING  STATEMENT  OF  HON.  DIANA  DEGETTE,  A  REP- 
RESENTATIVE IN  CONGRESS  FROM  THE  STATE  OF  COLO- 
RADO 

Ms.  DeGette.  Thank  you  so  much,  Mr.  Chairman  and  I  add  my 
congratulations  on  your  chairmanship. 

I  also  want  to  thank  my  constituent,  Susan  Molina  for  coming 
out  from  my  hometown  of  Denver.  I  apologize  we  have  snow  here 
as  well  as  in  Denver.  We  had  hoped  to  give  you  some  dry  weather. 
But  she  is  a  compelling  witness  and  she  is  the  chairman  of  the 
board  of  the  Metro  Organization  for  People,  MOP,  in  Denver  which 
is  a  fantastic  faith  based  community  organization.  Any  time  they 
tell  me  to  show  up  wherever  it  is  I  always  do  because  they  do  won- 
derful work. 

Mr.  Chairman,  I  think  there  are  three  primary  issues  that  need 
to  be  addressed  in  the  SCHIP  Program;  first,  ensuring  the  stability 
of  the  program  to  continue  coverage  for  those  already  receiving 
benefits;  second,  improving  outreach  to  those  who  are  already  eligi- 
ble for  coverage  but  who  are  not  yet  enrolled;  and  third,  expanding 
coverage  to  those  who  despite  being  ineligible  for  the  current  pro- 
gram still  find  access  to  health  insurance  difficult  if  not  impossible 
to  attain. 

Since  SCHIP's  creation,  millions  of  children  have  benefited  from 
the  program  and  many  children  in  some  States — adults  too, 
through  waivers  from  the  Bush  administration,  have  access  to  pri- 
mary care  that  catches  illnesses  early  and  keeps  them  out  of  the 
emergency  room.  The  access  to  care  has  a  profound  positive  impact 
on  their  health  and  I  think  in  the  end  it  will  save  money.  But  de- 
spite the  best  efforts  of  States,  many  children  who  are  eligible  for 
SCHIP  are  not  enrolled.  There  are  several  things  we  can  do  to  fix 
that.  First,  I  think  we  need  to  allow  verification  for  eligibility  for 
one  income  based  safety  net  program  to  count  for  SCHIP  as  well. 
That  will  simplify  the  process  for  recipients  and  also  it  will  be  cut 
down  on  a  significant  administrative  burden  to  States  and  make  it 
easier  for  children  to  enroll  in  SCHIP.  We  also  need  to  work  with 
States  to  limit  roadblocks  to  SCHIP  coverage. 

Something  else  that  I  think  we  need  to  look  at  is  how  we  figure 
out  a  way  to  score  SCHIP  so  that  we  understand  the  significant 
savings  that  preventative  care  for  children  can  have  on  our  health 
system.  In  my  district  for  example,  our  public  safety  net  system 
Denver  Health  provides  millions  of  dollars  of  care  to  the  uninsured 
that  is  covered  partially  with  disproportionate  share  hospital  dish 
funds  through  Medicaid.  If  we  could  give  more  kids  coverage 
through  SCHIP,  then  we  could  take  the  dish  money  and  focus  it 
on  providing  care  for  other  serious  patients  in  the  hospitals. 

So  Mr.  Chairman,  I  think  that  reauthorization  of  this  program 
will  be  one  of  the  two  or  three  most  important  issues  that  the  En- 
ergy and  Commerce  Committee  attacks  this  year.  I  look  forward  to 
starting  the  process  today  and  I  hope  that  we  do  reauthorize  the 
program,  that  we  do  authorize  adequate  funding  for  the  program, 


and  that  we  do  it  without  delay  so  that  everybody  can  have  the  as- 
surance that  this  program  will  be  there  for  them  and  will  work. 
Thank  you. 

Mr.  Pallone.  Thank  you. 
Mr.  Burgess  of  Texas. 

OPENING  STATEMENT  OF  HON.  MICHAEL  C.  BURGESS,  A 
REPRESENTATIVE  IN  CONGRESS  FROM  THE  STATE  OF  TEXAS 

Mr.  Burgess.  Thank  you,  Mr.  Chairman. 

And  like  so  many  of  my  colleagues  up  here,  I  too  will  miss  Char- 
lie Norwood.  He  was  a  friend  long  before  I  came  to  this  Congress. 
He  was  a  mentor  on  healthcare  policy  when  I  was  but  a  simple 
country  doctor  and  I  too  will  miss  him. 

Mr.  Chairman,  I  too,  will  congratulate  you  for  holding  this  hear- 
ing today.  The  part  of  me  that  studies  irony  cannot  help  but  notice 
that  our  hearing  on  global  climate  change  was  closed  on  account 
of  ice  but  children  are  clearly  more  important  and  you  pressed 
ahead  and  had  this  hearing  so  I  am  grateful  that  you  have  done 
that. 

And  I  am  encouraged  to  hear  the  gentle  lady  from  Colorado  talk 
about  what  I  would  call  dynamic  scoring  from  a  CBO.  I  agree.  I 
think  that  is  something  that  we  do  need  to  consider.  We  all  know 
that  a  dollar  spent  early  in  the  course  of  a  disease  is  much  more 
valuable  to  the  dollar  spent  at  the  end  stage  of  disease  and  cer- 
tainly a  dollar  spent  at  the  early  part  of  life  is  going  to  deliver 
more  value  over  time. 

I  agree  with  our  ranking  member,  Mr.  Barton  that  there  is  broad 
support  for  the  reauthorization  for  this  program.  And  the  issue  of 
providing  health  insurance  for  uninsured  children  is  indeed  critical, 
particularly  in  my  home  State  of  Texas.  And  I  am  eager  to  hear 
from  the  witnesses  about  ways  that  we  can  ensure  that  SCHIP  con- 
tinues to  grow  and  improve.  Overall,  I  believe  the  program  has 
been  a  resounding  success  but  as  Chairman  Dingell  alluded  to 
there  is  always  more  that  can  be  done.  So  I  get  7  minutes,  great. 

SCHIP  was  created  in  1997  to  provide  health  insurance  for  chil- 
dren from  low  income  families  who  made  too  much  money  to  qual- 
ify for  Medicaid.  When  SCHIP  was  created,  each  State  was  given 
three  options  for  program  funds:  No.  1,  enroll  more  children  in 
Medicaid,  No.  2  create  a  separate  SCHIP  Program,  or  No.  3,  devise 
a  hybrid  program.  Both  Medicaid  and  SCHIP  are  Federal  State 
matching  programs  but  rather  than  being  an  automatically  funded 
entitlement  program,  SCHIP  is  funded  through  a  block  grant  with 
a  fixed  annual  allotment.  This  means  that  SCHIP  funding  does  not 
automatically  keep  up  with  rising  healthcare  costs  but  it  also 
means  that  we  are  not  giving  anyone  a  blank  check  to  spend  tax- 
payer dollars  and  I  appreciate  that  concept  as  well.  No  one  has 
ever  solved  a  problem  for  the  Federal  Government  by  simply 
throwing  money  at  it.  We  have  seen  multiple  examples  of  that  over 
the  past  several  years  and  I  certainly  hope  that  we  will  not  be 
doing  that  here.  We  may  choose  to  expand  SCHIP  but  we  should 
also  be  looking  for  ways  to  utilize  our  existing  resources  more  wise- 

I  am  particularly  interested  in  how  private  health  insurance  may 
interact  with  SCHIP.  I  noticed  that  Mr.  Peterson's  testimony  indi- 
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cates  that  "private  health  insurance  among  children  has  declined, 
while  public  coverage  has  increased."  And  that  is  something  that 
does  concern  me,  Mr.  Chairman  that  we  may  tend  to  crowd  out  or 
drive  out  the  private  sector  and  I  believe  the  private  sector  does 
still  have  something  to  offer  in  the  coverage  of  children  with  insur- 
ance. Also,  Mrs.  Mingledorff  with  the  March  of  Dimes  recommends 
that  SCHIP  be  allowed  to  provide  supplemental  funds  for  private 
insurance  and  this  concept  of  premium  support  sounds  like  an  ex- 
cellent way  to  help  families  help  themselves  and  I  am  sure  we  all 
agree  that  having  health  insurance  is  a  good  thing.  And  I  agree 
with  ranking  member  Deal  that  if  there  were  more  ways  to  allow 
insurance  companies  to  provide  an  affordable  package  to  more  peo- 
ple that  that  indeed  would  help  with  coverage. 

With  the  capped  entitlement  nature  of  SCHIP,  States  must 
prioritize  coverage  of  the  neediest  children  that  Medicaid  does  not 
cover.  Unfortunately,  some  States  have  extended  coverage  to  adults 
under  SCHIP  taking  limited  dollars  away  from  the  needs  of  chil- 
dren to  meet  

Mr.  Pallone.  Mr.  Burgess,  I  do  not  know  what  is  going  on  with 
the  clock. 

Mr.  Burgess.  You  are  in  charge,  sir. 

Mr.  Pallone.  But  I  think  you  have  gone  over  3  minutes  so  if  you 
could  wrap  it  up,  I  would  appreciate  it. 

Mr.  Burgess.  I  will  be  happy  to  wrap  it  up.  I  would  only  say  the 
inequitable  development  needs  to  be  stopped  even  one  dollar  spent 
on  an  adult  is  a  dollar  not  spent  on  a  child.  And  in  my  initial  re- 
marks, we  know  that  those  dollars  can  go  farther.  To  this  end,  I 
have  introduced  H.R.  1013,  the  SCHIP  Equity  Act.  This  bill  would 
ensure  that  every  SCHIP  dollar  is  spent  on  needy  children  and 
pregnant  women.  It  is  only  a  starting  point  for  these  discussions 
but  I  believe  a  necessary  one. 

Thank  you  for  your  indulgence,  Mr.  Chairman,  I  will  yield  back. 

Mr.  Pallone.  All  right,  thank  you. 

I  want  to  apologize.  We  are  trying  to  work  this  clock  here  and 
hopefully  we  will  do  a  better  job. 

So  our  next  member  for  an  opening  statement  is  Mr.  Green  of 
Texas.  And  we  are  going  to  start  the  clock  at  3  minutes  so  hope- 
fully it  works. 

OPENING  STATEMENT  OF  HON.  GENE  GREEN,  A 
REPRESENTATIVE  IN  CONGRESS  FROM  THE  STATE  OF  TEXAS 

Mr.  Green.  Thank  you,  Mr.  Chairman. 

Before  I  start,  I  want  to  say  all  of  us  regret  the  loss  of  our  friend 
who  served  on  our  Health  Subcommittee  for  many  years,  Charlie 
Norwood.  And  of  course,  our  ranking  member,  Nathan  Deal's  best 
friend  in  Georgia  and  I  had  the  opportunity  to  get  to  know  Charlie 
not  only  on  the  Education  Committee  but  here  on  the  Energy  and 
Commerce  Committee  for  a  number  of  years.  We  may  have  dis- 
agreed on  some  things  philosophically  but  we  worked  together  on 
so  many  other  issues  dealing  with  healthcare. 

Mr.  Chairman,  it  is  fitting  our  Health  Subcommittee  begin  this 
Congress  with  analysis  of  children's  healthcare  issue.  This  is  one 
of  the  first  items  on  our  agenda  and  the  reauthorization  of  the 
CHIP  Program  is  set  to  expire.  The  SCHIP  is  critical  of  our  health 
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safety  network  providing  comprehensive  health  insurance  for  more 
than  4  million  low  income  children  who  do  not  qualify  for  Medicaid. 
As  a  part  of  the  reauthorization  process,  it  is  clear  that  we  need 
to  provide  more  funding  for  SCHIP.  In  fact,  the  estimates  show 
that  States  need  between  $12  and  $15  billion  in  additional  funding 
over  the  next  5  years  to  make  sure  that  children  currently  enrolled 
receiving  coverage  from  SCHIP  will  remain  on  those  rolls.  That  fig- 
ure does  not  include  or  count  the  children  who  are  currently  eligi- 
ble for  the  program  but  not  enrolled.  And  unfortunately,  the  ad- 
ministration's budget  proposes  a  virtual  freeze  in  SCHIP  funding 
which  the  administration  estimates  will  need  to  enrollment  decline 
of  500,000  children. 

Mr.  Chairman,  I  have  a  full  statement  I  would  like  to  put  into 
the  record.  But  during  the  debate,  we  need  to  take  a  hard  look  at 
the  actions  of  States.  And  SCHIP  is  important  in  my  own  home 
State  of  Texas  but  I  would  be  remiss  if  not  noting  that  SCHIP  en- 
rollment fell  by  more  than  500,000  in  2003  to  300,000  in  2006, 
while  uninsured  rates  continue  to  creep  up.  Too  many  children  are 
falling  through  the  cracks  with  two-thirds  of  Texas  children  cur- 
rently in  families  earning  less  than  200  percent  of  the  Federal  pov- 
erty level.  There  is  no  excuse  for  this  dramatic  decline  in  enroll- 
ment. We  should  be  adding  not  cutting  kids  in  the  SCHIP  roles. 
At  the  same  time,  Texas  and  other  State  cut  CHIP  from  SCHIP. 
We  unfortunately  let  SCHIP  funds  sit  in  the  bank  until  they  are 
redistributed  to  other  States  and  reverted  back  to  the  Treasury. 
Texas  alone  is  allowed  more  than  $850  billion  in  SCHIP  funds  be 
diverted  to  other  States  over  the  last  7  years.  I  am  all  for  State 
flexibility  but  when  States  use  that  flexibility  to  erect  burdensome 
barriers  to  enrollment  at  the  same  time  we  leave  Federal  dollars 
on  the  table,  something  has  to  be  done.  Since  this  hearing  is  a 
broad  overview  of  the  children's  health  insurance,  we  should  recog- 
nize the  access  problems  faced  by  newborn  children.  Thanks  to 
CMS's  interpretation  of  the  deficit  reduction,  citizenship  docu- 
mentation requirements.  We  all  know  the  intent  was  to  ensure  that 
U.S.  citizens  only  receive  Medicaid.  But  the  14th  amendment  to  the 
Constitution  is  a  right  of  citizenship,  it  is  a  right  for  children  who 
are  born  and  there  is  no  question  and  I  will  repeat,  there  is  no 
question  a  child  who  is  born  in  a  hospital  in  the  United  States  is 
a  citizen  of  our  country.  To  force  families  of  newborns  to  produce 
a  birth  certificate  before  they  can  receive  Medicaid  coverage  only 
serves  to  deny  those  babies  the  care  they  need  in  the  early  stages 
of  their  life.  If  their  births  are  paid  for  by  Medicaid  in  a  U.S.  hos- 
pital the  Medicaid  statute  guarantees  them  automatic  Medicaid 
coverage  for  the  first  year  of  life  and  Congress  should  not  stand 
idly  by  and  let  CMS  administratively  dismantle  the  statutory  bene- 
fit. 

And  again,  my  son  had  a  child,  our  second  grandchild  in  south 
Texas  in  Brownsville,  right  after  Thanksgiving  and  I  can  tell  you 
it  took  2  weeks  to  get  his  certified  birth  certificate  for  our  grand- 
son. And  at  the  same  time  in  that  hospital  there  were  children  who 
were  born  who  maybe  their  parents  were  not  citizens  but  those 
children  are  citizens  because  they  were  born  in  Brownsville,  TX  in 
the  United  States  and  I  hope  our  committee  will  take  a  hard  look 
at  CMS's  interpretation  of  that  and  I  yield  back  my  time. 
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Mr.  Pallone.  Thank  you. 

And  next  is  Mrs.  Capps  of  California  for  an  opening  statement. 

OPENING  STATEMENT  OF  HON.  LOIS  CAPPS,  A  REPRESENTA- 
TIVE IN  CONGRESS  FROM  THE  STATE  OF  CALIFORNIA 

Mrs.  Capps.  Thank  you. 

I  also  will  dearly  miss  our  colleague,  Charlie  Norwood.  He  and 
I  introduced  legislation  on  children's  general  health  not  unrelated 
to  the  topic  before  us  so  this  hearing  in  my  mind  is  in  memory  of 
our  colleague. 

I  am  so  proud  that  this  is  our  first  hearing  of  this  subcommittee 
in  this  Congress.  I  know  it  is  the  first  step  in  what  is  sure  to  be 
a  challenging  process  to  figure  out  how  we  can  ensure  access  to 
healthcare  for  every  child  in  this  country  which  after  all  should  be 
our  goal  and  it  is  the  goal  as  I  know  of  the  legendary  Marian 
Wright  Edelman,  founder  of  the  Children's  Defense  Fund.  I  was 
also  encouraged  that  during  the  first  days  of  this  new  Congress, 
Speaker  Pelosi  emphasized  that  the  agenda  of  the  110th  will  have 
as  its  primary  focus  legislation  which  has  a  positive  affect  on  chil- 
dren. Covering  all  children  is  not  partisan  but  too  often  it  is  not 
on  the  forefront  of  political  debate.  After  all  children  do  not  vote, 
it  is  a  harder  for  them  to  have  a  voice  in  Congress,  and  that  is  why 
it  is  so  important  that  we  have  this  hearing  today  to  set  the  tone 
for  the  work  of  this  subcommittee  and  affirming  our  commitment 
to  reauthorizing  SCHIP  and  ensuring  that  it  is  fully  funded. 

I  am  please  to  represent  the  county  of  Santa  Barbara  often  noted 
for  the  soap  opera  of  the  same  name  and  wealthy  families  therein 
portrayed  but  the  reality  is  that  this  county  has  the  highest  per- 
centage of  uninsured  children  in  California.  California  offers 
SCHIP  health  coverage  to  working  families  and  their  children 
through  the  Innovative  Healthy  Families  Program.  While  Healthy 
Families  has  made  great  strides,  the  fact  remains  that  14  percent 
of  all  the  children  in  California  still  are  uninsured  which  is  over 
a  million,  almost  a  1.5  million  children.  One  million  of  those  chil- 
dren live  in  families  with  incomes  below  the  200  percent  of  poverty 
level.  As  a  former  school  nurse,  I  can  tell  you  that  translates  into 
a  million  children  not  receiving  proper  primary  care,  not  receiving 
dental  care,  being  sent  to  school  sick,  suffering  from  preventable 
illnesses,  unable  to  learn.  Unfortunately,  the  President's  recently 
released  budget  proposal  will  not  address  this  huge  challenge. 
Rather  than  expand  coverage  for  these  vulnerable  children,  the  ma- 
jority of  whom  are  in  working  families  working  hard  every  day,  the 
President's  Budget  would  result  in  approximately  285,000  children 
in  California  alone  losing  access  to  SCHIP  at  a  time  when  we 
ought  to  be  expanding  it.  Curtailing  coverage  for  the  adults  in 
those  families  will  only  serve  to  further  reduce  the  number  of  chil- 
dren who  receive  proper  healthcare  coverage  and  ultimately  proper 
healthcare  because  if  the  parents  do  not  have  coverage,  it  is  less 
likely  that  the  children  will  actually  get  the  care  that  they  may  be 
eligible  for. 

I  am  confident  that  today's  witnesses  will  well  explain  the  need 
for  expanding  SCHIP.  I  am  counting  on  you  to  do  that.  I  hope  you 
will.  And  ensuring  its  viability  rather  than  taking  the  President's 
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cues  and  breaking  the  program  apart.  And  I  thank  each  of  the  wit- 
nesses for  your  testimony  here  today. 

And  I  yield  back  13  seconds,  Mr.  Chairman. 

Mr.  PALLONE.  Thank  you. 

I  now  recognize  the  gentlewoman  from  New  Mexico,  Mrs.  Wilson. 

Ms.  Wilson.  Thank  you,  Mr.  Chairman. 

I  ask  unanimous  consent  to  participate  in  this  hearing. 

Mr.  Pallone.  So  moved,  so  ordered. 

OPENING  STATEMENT  OF  HON.  HEATHER  WILSON,  A  REP- 
RESENTATIVE IN  CONGRESS  FROM  THE  STATE  OF  NEW  MEX- 
ICO 

Mrs.  Wilson.  Thank  you,  Mr.  Chairman. 

Like  my  colleagues,  I  wanted  to  recognize  Charlie  Norwood  and 
not  only  for  his  work  on  healthcare  but  he  was  such  a  good 
humored  guy.  Charlie  was  also  a  very  passionate  guy  and  would 
speak  very  strongly  on  things  that  he  felt  strongly  about.  And  more 
than  once  I  would  lean  over  to  him  after  one  of  his  passionate 
speeches  and  say,  Charlie,  just  do  not  sugarcoat  everything.  You 
cannot  tell  where  you  are  coming  from.  You  could  always  tell  where 
Charlie  was  coming  from  and  he  will  be  very  much  missed  on  this 
committee  and  in  this  Congress. 

I  would  like  to  thank  you,  Mr.  Chairman  for  having  this  hearing 
today.  SCHIP  has  been  very  important  for  the  children  of  New 
Mexico.  And  I  was  actually  the  cabinet  secretary  for  Children 
Youth  and  Families  in  New  Mexico  when  the  program  was  put  in 
place  by  the  Congress.  And  in  New  Mexico  about  20,000  more  low 
income  children  have  healthcare  now  and  health  coverage  that  they 
did  not  have  before  because  of  SCHIP.  I  recently  joined  a  colleague 
of  mine,  Marion  Barry  from  Arkansas  in  organizing  a  bipartisan 
letter  to  the  House  Budget  Committee  asking  for  full  funding  for 
SCHIP  in  this  year's  budget  and  also  urging  the  reauthorization  of 
the  program.  It  was  a  joint  effort,  one  of  the  first  joint  efforts  in 
this  Congress  between  a  Republican  mainstream  partnership  and 
the  so  called  Blue  Dog  Democrats.  Those  were  kind  of  the  unofficial 
groups  of  moderate  Democrats  and  Republicans  and  I  think  it  re- 
flects the  broad  consensus  that  exists  about  this  program.  There 
were  76  House  Members  that  signed  that  letter  and  many  mem- 
bers of  this  committee  signed  that  letter  as  well  and  I  wanted  to 
thank  my  colleagues  for  their  support. 

These  health  insurance  issues  particularly  for  children  should  be 
a  bipartisan  issue  and  I  think  it  will  be  as  we  move  forward  here. 
When  we  are  talking  about  insurance  and  particularly  preventive 
care,  children  should  come  first.  One  of  the  problems  with  SCHIP 
from  a  New  Mexican's  point  of  view  is  that  because  New  Mexico 
had  a  very  high  percentage  of  children,  we  had  just  expanded  our 
Medicaid  Program  and  eligibility  for  Medicaid  just  before  the  law 
was  passed  and  as  a  result,  we  have  large  numbers  of  children  who 
are  uninsured  who  were  not  eligible  for  SCHIP  because  of  the  way 
the  program  was  written.  And  we  have  carried  over  a  large  amount 
of  funds  from  one  year  to  the  other  in  spite  of  the  fact  that  we  have 
a  large  percentage  of  children  who  are  uninsured  in  New  Mexico. 

Today  I  have  introduced  legislation  that  parallels  legislation  in- 
troduced by  Senator  Domenici  and  Senator  Bingaman  to  allow  per- 
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manently  to  carryover  these  funds  so  that  they  can  be  used.  This 
legislation  will  also  help  States  of  Kentucky,  Hawaii,  Maryland, 
and  Minnesota,  New  Hampshire,  Rhode  Island,  Tennessee,  Ver- 
mont, Washington,  and  Wisconsin.  I  believe  we  also  in  SCHIP  need 
to  find  methods  to  reach  out  and  get  eligible  children  enrolled  be- 
cause reaching  children  early,  particularly  with  preventative  care 
makes  such  a  tremendous  difference. 

And  finally,  we  need  to  better  integrate  SCHIP  with  private 
health  insurance  and  employer  coverage  so  that  there  is  a  seamless 
transition  for  children  and  their  families. 

I  look  forward  to  hearing  the  testimony  here  today  and  Mr. 
Chairman,  thank  you  again  for  allowing  me  to  participate. 

Mr.  Pallone.  Thank  you. 

Next  I  would  recognize  the  gentleman  from  Maine,  Mr.  Allen. 

OPENING  STATEMENT  OF  HON.  TOM  ALLEN,  A 
REPRESENTATIVE  IN  CONGRESS  FROM  THE  STATE  OF  MAINE 

Mr.  Allen.  Thank  you,  Mr.  Chairman. 

I  will  give  an  abbreviated  opening  statement  and  submit  the  bal- 
ance for  the  record.  Like  others,  I  too,  will  miss  Charlie  Norwood 
and  all  that  he  contributed  to  this  committee.  I  want  to  welcome 
the  witnesses  including  of  course  Jeanne  Lambrew  who  is  Maine's 
contribution  to  sensible  rational  healthcare  policy  making  in  this 
city. 

I  just  wanted  to  say  a  few  things  about  the  status  in  Maine. 
Thirty-four  percent  of  children  in  Maine  are  covered  by  Medicaid 
or  SCHIP.  That  is  about  15,000  children.  Together  those  programs 
ensure  that  otherwise  uninsured  children  have  access  to  regular 
health  exams,  preventative  screenings,  and  other  essential 
healthcare  services.  SCHIP  and  Medicaid  provide  a  vital  lifeline  to 
hired  working  Maine  families  who  do  not  have  employer  provided 
coverage  or  are  unable  to  afford  the  skyrocketing  cost  of  private  in- 
surance. Maine  is  one  of  the  States  with  the  lowest  percentage  of 
uninsured  children,  just  7  percent  of  children  in  Maine  are  unin- 
sured, half  the  national  rate  of  15  percent.  But  that  is  19,000  chil- 
dren without  health  insurance  in  our  State. 

As  we  go  forward,  we  have  to  find  ways  to  build  on  the  success 
of  this  program  and  ensure  that  all  children  have  access  to  health 
insurance.  I  think  that  is  going  to  be  impossible  if  we  do  not  deal 
directly  and  quickly  with  the  looming  funding  shortfalls  in  SCHIP 
that  will  affect  14  States  this  year,  including  Maine.  We  face  a  Fed- 
eral shortfall  in  SCHIP  funding  of  $6.5  million  and  that  could 
mean  3,200  children  losing  coverage  this  year.  Our  goal,  of  course, 
has  to  be  to  move  in  the  opposite  direction  to  cover  everyone.  And 
as  we  think  about  this  issue  in  the  context  of  all  the  challenges  we 
face  in  Congress,  it  seems  to  me  we  have  to  set  our  priorities  right. 
And  for  me,  providing  America's  children  with  health  insurance, 
healthcare  coverage  should  be  at  the  top  of  our  agenda. 

I  thank  you  and  I  thank  the  panel  for  being  here. 

Mr.  Pallone.  I  thank  the  gentleman. 

And  I  now  recognize  the  gentlewoman  from  Wisconsin,  Ms.  Bald- 
win. 
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OPENING  STATEMENT  OF  HON.  TAMMY  BALDWIN,  A  REP-  ] 
RESENTATIVE  IN  CONGRESS  FROM  THE  STATE  OF  WISCON- 
SIN 

Ms.  Baldwin.  Thank  you,  Mr.  Chairman. 

I  really  appreciate  the  fact  that  you  are  holding  your  first  hear- 
ing on  this  very  important  topic. 

As  we  discuss  and  debate  healthcare  issues,  we  all  too  often  focus 
on  the  problems  with  healthcare  and  certainly  there  are  many.  But 
today  we  are  here  to  talk  about  a  healthcare  success  story,  SCHIP. 
Simply  put,  SCHIP  is  working.  It  has  been  effective  in  providing 
healthcare  for  millions  of  children  and  families  and  I  am  delighted 
that  we  are  beginning  a  conversation  on  how  to  make  this  a  strong- 
er and  even  more  effective  program. 

I  would  like  to  take  a  moment  to  focus  on  the  Wisconsin  Pro- 
gram. When  creating  our  SCHIP  Program,  which  we  call  Badger 
Care,  Wisconsin  strongly  believed  that  family  based  coverage  would 
be  more  effective  than  child  only  coverage  in  providing  health  in- 
surance to  uninsured  children.  Recognizing  that  children  are  parts 
of  families  and  recognizing  that  making  the  family  unit  stronger 
and  healthier  is  a  good  thing,  we  chose  to  include  parents  in  Badg- 
er Care  from  its  inception  and  this  approach  has  worked.  Studies 
show  that  children  are  more  likely  to  become  enrolled  in  programs 
that  ensure  their  parents  also.  And  that  has  been  Wisconsin's  expe- 
rience. 

One  of  the  many  benefits  of  SCHIP  is  the  comparative  afford- 
ability  to  the  Federal  Government  of  covering  this  population.  And 
I  believe  that  we  will  hear  from  one  of  our  witnesses,  Dr.  Lambrew 
that  it  costs  the  Federal  Government  about  $1,000  a  year  to  pro- 
vide healthcare  for  the  average  child.  Therefore,  in  reauthorizing 
this  program,  I  believe  we  should  look  for  opportunities  to  expand 
and  improve  SCHIP.  The  status  quo  is  not  good  enough.  It  is  great 
that  SCHIP  is  providing  healthcare  to  6  million  children  but  there 
are  another  9  million  who  are  uninsured.  And  of  course  there  are 
another  38  million  adults  who  are  uninsured. 

I  believe  that  we  should  also  have  a  thorough  discussion  about 
covering  young  adults.  Those  groups,  that  group  has  one  of  the 
highest  uninsured  rates  among  all  age  cohorts.  Thirty  percent  of 
Americans  between  18  and  24  are  uninsured.  And  these  young 
Americans  just  graduating  from  high  school,  leaving  home  for  entry 
level  jobs  that  often  do  not  provide  healthcare  or  starting  up  their 
college  careers  too  often  go  without  healthcare  coverage,  yet  they 
share  many  of  the  characteristics  of  their  younger  counterparts  and 
we  should  consider  and  thoroughly  debate  their  inclusion  in 
SCHIP. 

We  have  a  unique  opportunity  to  make  real  coverage,  real 
progress  in  covering  the  uninsured  starting  with  children  and  ex- 
panding to  other  populations  and  I  believe  we  must  cease  this  op- 
portunity. 

Thank  you  again,  Mr.  Chairman. 

Mr.  Pallone.  Thank  you. 

Mr.  Murphy  of  Pennsylvania  recognized  for  an  opening  state- 
ment. 
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OPENING  STATEMENT  OF  HON.  TIM  MURPHY,  A  REPRESENTA- 
TIVE IN  CONGRESS  FROM  THE  COMMONWEALTH  OF  PENN- 
SYLVANIA 

Mr.  Murphy.  Thank  you,  Mr.  Chairman. 

I  appreciate  that  and  thank  you  for  holding  this  hearing. 

As  a  healthcare  provider  who  has  worked  with  children  for  25 
plus  years,  these  issues  of  making  sure  that  we  are  here  to  help 
children  are  extremely  important.  Every  child  deserves  to  have  af- 
fordable and  accessible  healthcare  and  we  need  to  take  all  the 
steps  necessary  to  enroll  the  children  who  are  eligible  but  not  en- 
rolled in  the  State's  Children's  Health  Insurance  Plan  or  SCHIP. 

As  the  Congressional  Research  Service  will  testify,  researchers 
estimate  that  62  percent  to  75  percent  of  uninsured  children  are 
eligible  for  public  healthcare  coverage.  Almost  half  of  low  income 
parents  believe  that  their  children  are  eligible  for  affordable 
healthcare  coverage  and  80  percent  stated  that  if  they  would,  they 
would  enroll  if  they  were  told  so. 

SCHIP  is  a  program  that  has  a  great  deal  of  success  and  it  can 
be  even  more  successful.  We  need  to  take  the  steps  necessary  to 
cover  all  those  children  that  are  not  yet  enrolled  in  the  program. 
For  example,  States  could  use  information  technology  to  link  Med- 
icaid and  SCHIP  eligibility  enrollment  data,  the  school  lunch  en- 
rollment data,  and  other  databases  to  increase  enrollment,  or  we 
can  simply  be  doing  a  lot  more  with  providing  public  information 
to  get  kids  signed  up. 

With  limited  available  Federal  funds,  the  priority  and  congres- 
sional reauthorization,  SCHIP  should  focus  on  America's  children 
caught  in  between  the  eligibility  for  Medicaid  coverage  and  those 
whose  families  cannot  privately  pay  for  health  insurance  or  afford 
coverage  through  their  employer.  Our  priority  must  be  to  identify 
the  uninsured  children  by  age  and  income  so  we  can  target 
healthcare  coverage  programs  to  lower  the  number  of  children 
without  health  insurance. 

Thank  you,  Mr.  Chairman  for  holding  this  important  hearing  and 
I  look  forward  to  hearing  from  the  various  people  testifying  today 
and  here  about  the  potential  for  helping  our  Nation's  children. 

Mr.  Pallone.  Thank  you. 

Now  is  Mr.  Matheson  of  Utah. 

OPENING  STATEMENT  OF  HON.  JIM  MATHESON,  A 
REPRESENTATIVE  IN  CONGRESS  FROM  THE  STATE  OF  UTAH 

Mr.  Matheson.  Well  thank  you,  Mr.  Chairman  for  holding  this 
hearing. 

My  wife  is  a  pediatrician.  She  has  had  patients  who  are  covered 
by  CHIP  and  so  when  I  am  at  the  family  dinner  table,  I  have  had 
many  conversations  that  have  talked  about  the  value  of  this  pro- 
gram. And  it  is  easy  to  focus  on  numbers  and  numbers  are  impor- 
tant and  we  have  talked  about  a  lot  of  numbers  during  these  open- 
ing statements.  But  I  do  not  think  we  should  lose  sight  of  the  fact 
of  what  it  means  to  every  individual  child  who  has  access  to 
healthcare  and  what  it  means  to  them  in  terms  of  their  quality  of 
life  and  their  opportunity  to  succeed  in  so  many  ways  in  life.  The 
title  of  this  hearing  is  through  the  eyes  of  a  child  and  I  think  that 
is  appropriate  that  the  chairman  chose  that. 


18 


I  also  think  it  is  appropriate  for  us  after  this  program  has  been 
around  for  a  few  years,  this  is  a  good  time  for  us  to  take  a  look 
at  it  and  to  really  scrub  it  and  look  through  and  see  what  works 
because  it  has  been  a  success  in  so  many  ways  and  ways  we  can 
all  try  to  make  it  work  better.  I  think  we  all  share  that  even  in 
a  bipartisan  way. 

I  am  glad  we  have  kicked  off  the  first  hearing  of  this  Congress 
for  this  subcommittee  on  this  issue  and  I  look  forward  to  being  ac- 
tively engaged  in  it  today  and  look  forward  to  hearing  the  testi- 
mony today. 

I  yield  back  the  balance  of  my  time. 

Mr.  PALLONE.  I  thank  the  gentleman. 

I  now  recognize  Ms.  Solis  of  California  for  an  opening  statement. 

OPENING  STATEMENT  OF  HON.  HILDA  L.  SOLIS,  A  REP- 
RESENTATIVE IN  CONGRESS  FROM  THE  STATE  OF  CALIFOR- 
NIA 

Ms.  SOLIS.  Thank  you,  Mr.  Chairman  and  congratulations  on 
holding  this  first  hearing  on  the  uninsured  through  the  eyes  of  the 
child. 

And  today  on  Valentine's  Day,  I  think  we  should  remember  our 
children  and  ensuring  that  they  lead  happy  and  healthy  lives.  And 
we  can  start  by  the  discussion  on  SCHIP  by  the  reauthorization. 

One  of  the  issues  that  I  care  most  about  is  the  healthcare  and 
wellbeing  of  children  in  my  own  district.  About  a  third  of  that  pop- 
ulation in  my  district  is  uninsured.  Many  of  them  for  the  first  time 
benefit  or  have  benefited  from  SCHIP.  Many,  however,  do  not.  I 
would  say  one-third  of  the  population  there  in  my  district  have  no 
form  of  healthcare  insurance;  a  large  proportion  are  from  families 
of  low  income  working  class  and  speak  predominately  one  lan- 
guage, Spanish.  Many  of  them  have  barriers  before  them  in  terms 
of  accessing  healthcare. 

I  hope  that  the  discussion  on  SCHIP  will  help  advance  opportu- 
nities for  expansion  of  the  program  making  it  available  to  people 
in  culturally  and  linguistically  competent  manner  and  by  using 
non-traditional  methods  such  as  programs  known  as  Aformatoras 
which  is  existent  now.  These  are  I  do  not  want  to  say  social  work- 
ers but  advocates  in  our  community  that  are  not  paid  very  much 
and  many  do  this  on  a  volunteer  basis  but  provide  information, 
preventative  information,  education,  and  assistance  in  enrollment 
in  SCHIP  and  in  other  programs  so  vitally  needed  and  necessary 
for  these  at  risk  populations.  I  hope  that  that  discussion  will  take 
place  as  we  look  at  reauthorizing  SCHIP. 

Within  the  State  of  California,  we  have  seen  many  successes 
where  this  program  has  really  helped  to  go  very  far  for  a  working 
family  of  maybe  four  where  the  average  costs  on  a  monthly  basis 
to  cover  four  children  is  $27.  That  is  a  bargain.  We  need  to  con- 
tinue to  expand  the  program  and  we  need  to  encourage  our  Gov- 
ernors from  our  various  States  to  look  at  this  program  in  a  dif- 
ferent way  and  to  draw  down  this  money  and  to  be  forward  looking 
and  thinking  about  how  we  can  cover  and  expand  the  program  not 
just  for  the  children  but  also  as  my  colleague,  Congresswoman 
Tammy  Baldwin  spoke  about  those  individuals  that  are  working  as 
well  18  to  24  years  of  age.  Many  of  them  in  my  district  are  emanci- 
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pated  minors  in  the  foster  care  program.  Many  are  low  income, 
underrepresented  students  and  children  that  are  also  looking  for  a 
way,  not  a  handout  but  assistance.  And  I  think  that  SCHIP  can  do 
that. 

Los  Angeles  County  has  had  its  problems  with  administer1' ng 
healthcare  and  access  to  many.  It  is  a  community  and  count  that 
continues  to  grow.  We  are  somewhat  viewed  as  a  magnet  because 
so  many  people  come  there  and  it  is  hard  to  turn  away  folks  but 
we  know  that  there  is  an  obligation  there  on  the  part  of  our  leaders 
there  to  provide  assistance.  And  SCHIP  is  one  of  those  solutions. 
So  I  hope  again  that  the  discussion  will  continue  and  that  we  could 
see  expansive  and  new  opportunities,  innovative  opportunities  to 
bring  in  more  services  for  those  that  are  currently  not  enrolled  in 
the  program  through  non-traditional  methods. 

So  I  yield  back  the  balance  of  my  time. 

Mr.  Pallone.  Thank  you. 

Ms.  Schakowsky  from  Illinois. 

OPENING  STATEMENT  OF  HON.  JAN  SCHAKOWSKY,  A  REP- 
RESENTATIVE IN  CONGRESS  FROM  THE  STATE  OF  ILLINOIS 

Ms.  Schakowsky.  Thank  you,  Mr.  Chairman. 

This  is  my  first  hearing  on  the  Healthcare  Subcommittee.  I  am 
happy  to  be  here  and  I  congratulate  you  on  your  role. 

I  wanted  to  extend  my  welcome  to  Ms.  Paz  Mingledorff  and  Ms. 
Molina  for  their  willingness  to  come  before  us  today  to  talk  about 
their  personal  experiences,  the  problems  that  they  have  had  with 
their  children.  Putting  a  face  on  these  issues  is  always  very,  very 
effective  and  most  important. 

We  are  going  to  hear  from  some  who  argue  today  for  limits  for 
drawing  lines  between  children  and  families  as  we  authorize 
SCHIP.  Some  will  say  that  we  should  cut  off  eligibility  at  the  200 
percent  of  poverty  level  but  I  think  that  would  set  an  arbitrary 
line.  Families  with  income  on  one  side  of  that  line  would  get  assist- 
ance but  those  with  incomes  even  one  dollar  above  it  would  not. 
Families  above  200  percent  of  poverty  would  be  on  their  own  even 
if  a  basic  insurance  policy  would  take  about  30  percent  of  their  in- 
come or  more  if  one  of  their  family  members  happens  to  have  an 
ongoing  health  need.  And  there  are  some  who  will  argue  that  we 
cannot  afford  to  cover  adults,  despite  the  ample  evidence  we  have 
that  not  covering  parents  results  in  reduced  coverage  of  children 
and  lowers  their  use  of  healthcare  services.  They  would  draw  their 
line  down  the  middle  of  a  family. 

And  there  are  some  who  argue  that  we  should  distinguish  be- 
tween children,  immigrant  children  on  one  side  of  the  line  and  citi- 
zen children  on  the  other.  Even  immigrant  children  born  in  U.S. 
hospitals  who  are  automatically  citizens  under  our  Constitution  as 
Mr.  Green  pointed  out  are  now  being  subjected  to  documentation 
requirements  and  yet  all  of  these  children  will  grow  up  in  America 
and  represent  our  future. 

Many  of  those  who  argue  that  we  cannot  afford  to  expand  SCHIP 
point  to  the  budget  constraints.  And  I  agree  that  we  have  to  restore 
fiscal  responsibility  to  the  Federal  Government.  And  I  ask  how  is 
it  responsible  to  pass  tax  cuts,  to  provide  the  wealthiest  1  percent 
of  Americans  with  an  average  annual  tax  cut  of  $146,000  while  de- 
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nying  SCHIP  to  a  family  with  $34,500  in  income.  Our  country  has 
the  resources  to  provide  healthcare  to  our  children.  It  is  only  ques- 
tion of  priorities. 

And  Mr.  Chairman,  I  look  forward  to  this,  to  our  witnesses 
today.  Thank  you. 

Mr.  Pallone.  Thank  you. 

Ms.  Hooley  of  Oregon  recognized  for  an  opening  statement. 
Thank  you. 

OPENING  STATEMENT  OF  HON.  DARLENE  HOOLEY,  A  REP- 
RESENTATIVE IN  CONGRESS  FROM  THE  STATE  OF  OREGON 

Ms.  Hooley.  Thank  you,  Mr.  Chairman  for  holding  this  hearing. 

The  SCHIP  reauthorization  is  one  of  the  most  important  pieces 
of  business  Congress  will  take  up  this  year.  I  am  very  excited  to 
work  on  this  because  the  creation  of  SCHIP  was  one  of  my  first  big 
bills  I  worked  on  as  a  Member  of  Congress  10  years  ago. 

By  any  measure,  SCHIP  has  been  a  success.  Since  its  inception 
in  1997,  it  has  provided  health  insurance  coverage  to  millions  of 
children.  In  addition,  it  has  lead  to  improvements  and  increased 
participation  in  Medicaid.  These  two  programs  together  have  re- 
duced the  uninsured  rate  of  low  income  children  by  one-third.  If  a 
program  can  produce  those  results  in  just  10  years,  imagine  what 
it  can  accomplish  in  the  next  10  years. 

I  think  we  can  credit  the  success  of  SCHIP  to  strong  relation- 
ships between  the  Federal  Government  and  States  generous  match- 
ing rates,  flexibility  for  State  programs,  and  strong  support  by  Con- 
gress to  provide  health  insurance  to  our  children. 

On  Friday  and  yet  today  I  met  with  a  group  of  healthcare  provid- 
ers and  we  talked  about  SCHIP  and  they  all  agreed  on  four  points. 
One  was  to  reauthorize  the  program,  it  had  been  successful.  Two, 
that  we  would  save  money  if  we  simplified  enrollment.  Three,  that 
we  continue  to  give  States  the  flexibility,  and  four,  that  we  fully 
funded  or  funded  as  high  a  level  as  possible. 

But  when  I  talk  about  an  issue,  I  like  to  talk  about  a  face  be- 
cause that  is  what  I  see  in  any  policy  is  a  face.  So  I  want  to  talk 
to  you  about  the  face  I  see  and  that  is  Caitlyn.  She  is  a  6-year-old 
from  Corvallis.  If  you  visit  her  home  on  any  of  her  bad  days  and 
listen  to  her  try  to  breathe,  you  will  understand  that  Caitlyn  suf- 
fers from  a  chronic  respiratory  ailment.  She  is  one  of  State's  1,117 
children  without  healthcare  coverage.  Her  hardworking  parents 
make  a  little  too  much  to  qualify  the  family  for  our  State's  Oregon 
Health  Plan  which  is  funded  by  Medicaid  dollars.  But  far  too  little 
to  enable  her  dad  to  afford  the  $520  a  month  it  would  cost  for  the 
insurance  his  employer  offers.  Caitlyn  has  been  ill  for  several  days 
with  asthma-like  symptoms  that  have  plagued  her  since  birth.  Fi- 
nally after  a  night  of  trying  to  help  her  stop  coughing,  Nicole  and 
Alan,  her  parents  considered  their  choices.  Without  insurance,  the 
couple  had  no  doctor,  no  advice  nurse  they  could  call,  no  emergency 
room  they  could  afford  but  they  knew  that  every  Monday  the  Ben- 
ton County  Health  Department  offers  pediatric  services  for  low  in- 
come families  and  for  the  family  the  fee  would  be  $30.  So  that  be- 
came the  plan.  They  would  take  Caitlyn  to  the  county  clinic  Mon- 
day, 3  days  away,  by  Sunday  though  Caitlyn  was  worse.  Through 
tears  she  complained  her  sides  hurt.  Her  parents  went  through 


21 


some  rough  worrisome  hours  trying  everything  they  could  to  think 
of  to  relieve  her  misery.  When  Monday  finally  arrived,  it  did  not 
take  the  pediatrician  long  to  diagnose  Caitlyn's  illness  pneumonia. 
She  had  probably  had  it  for  a  week  or  longer  the  doctor  said  and 
urgently  needed  antibiotics.  The  diagnosis  rocked  her  mother  and 
dad.  They  felt  guilt  over  their  limited  access  to  healthcare  for  their 
children  and  they  felt  bitterness  over  the  fact  that  if  they  had  been 
able  to  afford  insurance,  Caitlyn  would  have  been  spared  hours  of 
suffering  and  needless  risk  to  her  health. 

This  story  answered  my  question  about  how  important  expand- 
ing access  to  SCHIPS  is.  The  CHIP  Program  is  currently  the  most 
efficient  way  to  provide  critical  healthcare  to  our  children  who  do 
not  qualify  for  Medicaid. 

And  again,  Mr.  Chairman,  I  am  thankful  that  we  had  this  hear- 
ing today  and  that  this  was  my  first  one  about  SCHIP.  Thank  you. 

Mr.  Pallone.  Thank  you. 

I  want  to  recognize  next  the  gentleman  from  California  but  if  I 
could  just  mention  that  he  was  the  last  Democratic  chairman  of  the 
subcommittee  and  I  just  want  to  recognize  that  fact  if  you  will.  The 
gentleman  from  California,  Mr.  Waxman. 

OPENING  STATEMENT  OF  HON.  HENRY  A.  WAXMAN,  A  REP- 
RESENTATIVE IN  CONGRESS  FROM  THE  STATE  OF  CALIFOR- 
NIA 

Mr.  Waxman.  Thank  you  very  much,  Mr.  Chairman,  I  appreciate 
that  acknowledgement  of  my  historic  role  and  I  must  say  how 
pleased  I  am  to  see  you  as  Chair  of  this  committee.  And  also  to  ac- 
knowledge the  fact  that  our  very  first  hearing  of  this  subcommittee 
is  on  children's  health.  It  reflects  the  kind  of  priorities  that  I  think 
are  important  for  this  committee. 

And  as  I  listen  to  colleagues  on  both  sides  of  the  aisle,  I  hear  a 
sense  of  bipartisan  support  for  a  program  that  has  done  a  lot  of 
wonderful  things  for  children  in  this  country.  There  can  be  no 
doubt  that  we  made  important  strides  in  providing  healthcare  cov- 
erage through  Medicaid  for  the  children  below  the  poverty  line  and 
under  SCHIP  for  those  who  have  modest  means.  And  between 
these  two  programs,  we  have  provided  coverage  for  more  than  30 
million  children.  Well  that  is  good  for  the  children.  It  is  good  for 
this  country.  They  are  all  going  to  be  benefiting  from  this  expendi- 
ture throughout  their  lives  and  it  is  just  the  right  thing  to  do. 

But  the  sad  fact  is  that  we  really  are  not  doing  enough  and  I 
hope  that  we  can  keep  that  in  mind  when  we  start  passing  legisla- 
tion. We  have  over  9  million  uninsured  children  in  America.  And 
the  fact  is  that  two-thirds  of  them  are  eligible  for  either  Medicaid 
or  SCHIP  but  we  are  not  providing  sufficient  funds  for  the  States 
to  find  and  cover  all  the  eligible  children. 

Well  making  sure  that  we  have  a  strong  SCHIP  and  Medicaid 
Program  is  a  no  brainer.  And  I  am  just  stunned  when  the  Presi- 
dent proposes  a  budget  provides  significantly  less  than  half  the 
funds  that  would  be  necessary  to  keep  the  kids  we  already  have 
covered  in  the  program.  Secretary  Leavitt  tried  to  defend  this  with 
the  incredible  statement  that  program  coverage  would  only  drop 
about  400,000  people  or  so.  Well  I  think  that  is  unacceptable  when 
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we  know  we  can  be  covering  more  children,  we  ought  not  to  be 
talking  about  covering  less. 

I  also  find  it  amazing  to  hear  people  talking  about  a  ceiling  of 
200  percent  of  poverty  on  the  income  level  for  eligibility  for  SCHIP. 
And  it  is  also  amazing  to  hear  people  say  it  is  terrible  that  some 
of  these  SCHIP  Programs  run  at  the  State  level  decided  to  devote 
some  of  their  funds  to  covering  the  parents.  How  do  you  think  we 
are  going  to  ever  reach  these  kids  if  we  do  not  also  cover  the  par- 
ents? And  those  parents  are  part  of  the  47  million  uninsured  in 
this  country.  They  are  not  going  to  fix  what  is  wrong  with  SCHIP 
by  dropping  income  eligibility  levels,  cutting  off  coverage  of  par- 
ents, or  any  other  uninsured  people. 

We  need  to  devote  the  money  for  this  effort.  It  is  one  I  hope  we 
can  do  together  on  a  bipartisan  basis  and  I  am  so  pleased  that  this 
is  your  very  first  hearing  and  I  solute  you  in  selecting  this  issue 
for  reflecting  the  priorities  that  I  hope  are  to  come  out  of  this  Con- 
gress. 

Mr.  Pallone.  Thank  you,  Mr.  Waxman. 

And  last  but  not  least  we  have  Mr.  Engel  of  New  York  recognized 
for  an  opening  statement. 

OPENING  STATEMENT  OF  HON.  ELIOT  L.  ENGEL,  A  REP- 
RESENTATIVE IN  CONGRESS  FROM  THE  STATE  OF  NEW 
YORK 

Mr.  Engel.  Thank  you,  Mr.  Chairman. 

When  it  gets  down  to  me,  I  think  of  the  old  adage  where  that 
everything  that  has  needed  to  be  said  has  already  been  said  but 
not  everyone  has  said  it  but  I  will  try  to  say  a  few  things  that  are 
important  to  me. 

I  want  to  first  of  all  start  by  as  my  colleagues  did  by  saying  how 
much  we  will  miss  Charlie  Norwood  and  what  a  good  member  of 
this  subcommittee  and  committee  he  was.  And  he  certainly  has  a 
legacy  that  we  will  remember  him  for  the  Patient's  Bill  of  Rights 
and  other  things  that  he  passionately  fought  for.  And  I  am  privi- 
leged to  have  been  his  colleague. 

Mr.  Chairman,  thank  you  for  convening  this  important  hearing 
on  expanding  children's  health  coverage.  The  reauthorization  for 
the  State  Children's  Health  Insurance  Program  is  unquestionably 
in  my  opinion  one  of  the  most  important  bills  we  will  pass  this 
year. 

I  am  proud  that  my  home  State  of  New  York  has  been  one  of  the 
true  success  stories  in  getting  more  children  covered  through  the 
State  Children's  Health  Insurance  Program.  New  York  operates  a 
separate  stand  alone  program  under  SCHIP  called  Child  Health 
Plus  and  as  of  December  2006,  nearly  400,000  children  were  en- 
rolled and  receiving  comprehensive  healthcare  coverage  in  the  pro- 
gram. As  the  third  largest  SCHIP  Program  in  the  Nation,  New 
York  reduced  the  number  of  uninsured  children  in  the  State  by  40 
percent  and  we  are  only  one  of  seven  States  to  achieve  a  decline 
of  that  magnitude.  Our  SCHIP  Program  has  increased  enrollment 
by  over  a  quarter  of  a  million  children  since  the  start  of  SCHIP 
which  is  150  percent  increase.  And  New  York  State's  aggressive 
SCHIP  outreach  has  contributed  to  a  nearly  30  percent  increase  in 
children  enrolled  in  Medicaid. 
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Nationwide,  Medicaid  covers  over  28.3  million  children  and 
SCHIP  covers  an  additional  6.1  million  kids.  Despite  this  coverage, 
9  million  children,  60  percent  of  whom  live  in  a  household  with  at 
least  one  adult  working  full-time  remain  uninsured.  It  simply 
makes  economic  sense  to  cover  the  uninsured.  When  we  fail  to  pro- 
vide our  children  with  primary  and  preventative  care,  routine 
health  problems  compound  into  emergency  conditions.  Improving 
coverage  reduces  racial  disparities,  unmet  needs,  and  the  continu- 
ity of  care  gained  is  particularly  important  for  managing  chronic 
conditions.  The  need  to  appropriate  monitor  and  treat  chronic  con- 
ditions is  something  I  am  all  too  familiar  with.  Pediatric  asthma 
is  the  most  common  chronic  illness  and  unfortunately  children  liv- 
ing in  the  Bronx  where  I  am  from,  have  an  extremely  high  preva- 
lence of  asthma.  Ensuring  asthmatic  children  have  comprehensive 
healthcare  makes  an  unimaginable  difference  in  the  number  of 
emergency,  hospital  visits,  missed  school  days,  and  basic  quality  of 
life.  It  is  money  re-spent,  well  spent. 

Reauthorizing  the  State  Children's  Health  Insurance  Program 
provides  us  with  a  great  opportunity  to  strengthen  and  reform  it 
to  cover  even  more  children.  As  has  been  mentioned  by  many  of  my 
colleagues,  sadly  the  President's  budget  released  this  month  pre- 
vents this  goal  from  becoming  a  reality.  The  proposals  within  the 
budget  strike  at  the  foundation  of  patient  care,  assaulting  it  in  my 
opinion  from  every  possible  angle.  The  Children's  Health  Insurance 
Program  will  see  its  funding  cut  from  last  year  and  worse  the 
amount  allocated  for  its  reauthorization  is  less  than  one  half  of  the 
amount  required  to  maintain  coverage  for  current  beneficiaries. 

Let  me  conclude  by  saying  that  I  look  forward  to  the  testimony 
today. 

And  I  commend  you,  Mr.  Chairman  for  focusing  on  this  impor- 
tant program. 
Mr.  Pallone.  Thank  you,  Mr.  Engel. 

Now  that  concludes  the  opening  statements  by  members  of  the 
subcommittee.  I  would  ask  the  panel  to  come  forward  and  take 
your  seats  there  at  the  table. 

On  the  first  panel  we  have  Dr.  Jeanne  Lambrew  who  is  associate 
professor  at  George  Washington  University;  Ms.  Kathy  Paz 
Mingledorff  who  is  a  mission  volunteer  with  the  March  of  Dimes; 
Mr.  Chris  Peterson  who  is  a  specialist  in  social  legislation  with  the 
CRS;  Ms.  Susan  Molina,  community  leader  with  PICO  of  Colorado; 
Ms.  Nina  Owcharenko,  senior  policy  analyst  with  the  Center  for 
Health  Policy  Studies  at  the  Heritage  Foundation;  and  finally  Jay 
Berkelhamer  who  is  the  President  of  the  American  Academy  of  Pe- 
diatrics. 

We  have  5-minute  opening  statements  from  the  witnesses.  Those 
statements  will  be  made  part  of  the  hearing  record.  Each  of  you 
may  in  the  discretion  of  the  committee  submit  additional  briefs  and 
pertinent  statements  in  writing  for  inclusion  in  the  record.  And  I 
am  going  to  start  with  Ms.  Molina  from  PICO  of  Colorado  for  an 
opening  statement. 
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STATEMENT  OF  SUSAN  MOLINA,  COMMUNITY  LEADER,  PICO, 

DENVER,  CO 

Ms.  Molina.  As  you  heard,  my  name  is  Susan  Molina.  I  am  the 
Board  Chair  for  the  Metro  Organizations  for  People  in  Denver,  Col- 
orado. MOP  is  also  a  part  of  the  PICO  National  Network.  We  are 
a  faith  driven  I  like  to  say  community  organization.  We  work  to 
empower  people  on  real  issues  that  affect  our  families,  our  commu- 
nities every  day. 

Oddly  enough  I  am  not  nervous  about  this  because  I  am  here 
today  not  to  speak  to  you  as  a  Board  Chair,  but  really  as  a  mother. 
And  I  want  to  just  give  you  a  face  to  my  pain.  I  married  very 
young,  at  17,  to  a  very  abusive  man.  He  walked  out  on  us  when 
my  children  were  5  and  3.  And  I  was  working  in  a  dead  end  job 
cleaning.  No  one  ever  grows  up  saying  I  want  to  be  a  cleaning  lady 
but  that  was  the  reality  of  my  life.  I  was  stuck.  And  when  I  met 
MOP  and  began  to  work  with  PICO,  my  life  started  to  change.  I 
learned  that  it  was  OK  to  face  the  reality  of  where  I  was  but  knew 
that  I  had  to  better  myself  and  could  do  that.  I  got  my  GED.  I  have 
also  taken  classes  at  the  university  and  I  am  now  taking  a  new  job. 
I  went  from  cleaning  the  building  to  managing  it  and  I  think  that 
is  important  to  say  because  I  feel  like  somehow  I  feel  like  my  fam- 
ily is  now  punished  because  I  have  worked  hard  and  I  have  done 
better  for  the  family  and  now  my  children  are  not  eligible  for 
SCHIP.  We  are  between  the  200  and  300  percent  of  poverty  level. 

And  I  want  to  say  that  when  I  was  preparing  to  come  here,  this 
became  all  too  real  when  my  children  got  sick  last  week  and  they 
had  the  flu  and  I  had  wait  to  see  if  they  needed  to  go  the  doctor 
or  not  because  they  do  not  have  insurance.  I  cannot  just  take  them 
to  the  doctor  and  waive  a  card  and  say  my  kids  need  to  been  seen, 
I  have  to  wait  and  see  if  they  were  going  to  get  worse.  And  I  want 
to  say  that  we  work.  We  are  working  families,  the  ones  that  are 
on  SCHIP  and  that  is  important  to  say  because  we  want  to  be  able 
to  pay  our  premiums.  We  want  to  be  able  to  take  our  children  to 
the  doctor. 

When  we  talk  about  9  million  uninsured  children,  these  are  real 
children  that  have  accidents,  that  get  sick,  whose  parents  cannot 
afford  to  take  them  to  the  hospital.  It  is  hard.  I  am  asking  you  as 
a  parent  to  please  reauthorize  SCHIP  and  also  fully  fund  it  be- 
cause we  are  going  to  lose  so  many  children  if  we  do  not  fully  fund 
this  program. 

Through  MOP  and  the  work  at  PICO  I  have  realized  that  my  ex- 
perience is  not  unusual.  Throughout  our  network  we  have  surveyed 
thousands  of  families  and  have  heard  such  sad  real  pain  around 
this  issue.  In  my  State,  there  are  176,000  children  that  are  unin- 
sured. Our  State  has  one  of  the  highest  uninsured  rates  in  the 
country.  But  for  the  first  time,  things  are  starting  to  change  in  Col- 
orado. In  2005,  Colorado  spent  their  full  allocation  of  SCHIP 
money.  And  MOP  in  PICO  Colorado  we  are  working  hard  with 
other  healthcare  organizations  to  change  State  policy  to  enroll  eligi- 
ble children  and  expand  coverage.  And  I  am  happy  to  say  that  God 
has  given  me  the  boldness  to  be  here  today  and  the  courage  be- 
cause again  this  is  a  very  hard  issue. 

PICO  is  advocating  a  roadmap  to  cover  all  children  by  2012.  This 
roadmap  has  five  steps  to  cover  all  children.  One  is  to  fill  the  exist- 
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ing  SCHIP  shortfalls  that  face  our  States;  two,  fund  proof  an  out- 
reach program  to  provide  States  with  financial  incentives  to  cover 
all  eligible  children;  three,  to  provide  financial  support  and  incen- 
tives for  States  to  expand  the  eligibility;  four,  to  allow  States  the 
option  to  cover  legal  immigrant  children  and  pregnant  women;  and 
five,  to  provide  approximately  $50  to  $60  billion  in  SCHIP  and 
Medicaid  financing  to  support  the  costs  of  covering  newly  enrolled 
children. 

I  really  just  want  to  point  out  and  again  thank  my  own  Con- 
gresswoman  DeGette  for  her  leadership  in  working  hard  to  cover 
all  children.  On  March  7,  we  will  be  back  on  Capitol  Hill  with  400 
other  parents  and  clergy  members  for  a  PICO  Faith  and  Family 
Summit.  We  would  love  to  have  all  of  you  there  and  that  will  be 
at  8:00  to  9:00  a.m.  And  we  will  definitely  have  some  information. 
I  come  here  with  my  children  on  my  mind.  It  breaks  my  heart  to 
know  that  so  many  other  families  need  to  make  hard  decisions 
every  day  on  whether  to  put  food  on  the  table  or  buy  healthcare 
coverage.  It  would  take  me  $200  to  $300  to  insure  my  children  with 
private  insurance.  I  do  not  have  that.  That  would  take  away  from 
other  things.  That  is  2  weeks  worth  of  groceries.  How  can  we  not 
work  hard  to  cover  our  children?  We  work  hard.  We  are  hard  work- 
ing parents.  I  am  a  single  mother  and  I  am  proud  of  that.  And  be- 
cause I  am  so  proud  that  is  why  it  makes  it  so  difficult  but  we 
must,  we  must  work  together  to  reauthorize  SCHIP  and  we  must 
find  those  funds  to  be  able  to  expand  this  program  because  there 
are  going  to  be  so  many  other  families  that  have  to  make  hard  de- 
cisions. 

[The  prepared  statement  of  Ms.  Molina  appears  at  the  conclusion 
of  the  record.] 

Mr.  Pallone.  Thank  you  so  much.  Thank  you  really  for  being 
here  and  for  sharing  all  of  your  concerns.  I  appreciate  it. 
Dr.  Lambrew. 

STATEMENT  OF  JEANNE  M.  LAMBREW,  PH.D.,  ASSOCIATE  PRO- 
FESSOR, DEPARTMENT  OF  HEALTH  POLICY,  THE  GEORGE 
WASHINGTON  UNIVERSITY  SCHOOL  OF  PUBLIC  HEALTH 
AND  SERVICES,  WASHINGTON,  DC 

Ms.  Lambrew.  Thank  you  very  much  for  having  me  here  today. 

My  role  at  this  hearing  is  going  to  be  to  try  to  summarize  what 
we  know  about  the  value  of  public  investments  in  children's  health. 
I  am  sorry,  and  to  that  end,  I  would  like  to  make  three  points. 
First,  health  coverage  for  children  does  improve  access  of  care, 
health  outcomes,  and  the  prospects  for  children  and  their  families; 
second,  the  short  run  budget  costs  of  covering  more  children  is 
worth  it  in  the  long  run  for  our  Nation;  and  third,  the  design  of 
the  Federal  investment  in  children's  health  coverage  matters.  Spe- 
cifically, some  of  the  block  grant  features  of  SCHIP  have  limited 
the  program's  success  and  should  be  modified  in  reauthorization. 

But  to  begin,  health  coverage  is  the  portal  to  our  healthcare  sys- 
tem. It  removes  financial  barriers,  the  seeking,  obtaining,  and  ad- 
hering to  healthcare.  It  prevents  the  cost  of  essential  healthcare 
from  bankrupting  individuals  and  families.  And  it  ensures  that  ac- 
cess to  the  finest  healthcare  in  the  world  irrespective  of  income.  As 
such,  children  who  do  not  have  health  coverage  are  at  risk.  They 
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are  five  times  as  likely  to  have  unmet  health  needs  compared  to 
children  in  Medicaid  and  with  SCHIP.  Uninsured  children  are  40 
percent  less  likely  to  receive  medical  attention  for  serious  injuries. 
And  children  without  coverage  are  less  likely  to  receive  immuniza- 
tions against  preventable  childhood  diseases. 

Access  to  healthcare  matters  because  it  contributes  to  the  health 
of  children.  Sadly,  the  wealthiest  Nation  in  the  world  is  not  the 
healthiest  especially  when  it  comes  to  its  children.  In  2004,  the 
United  States  ranked  35th  for  mortality  behind  Korea  and  Cuba. 
Our  immunization  rates  while  high  are  below  those  of  Thailand 
and  Poland  among  others.  But  programs  like  Medicaid  and  CHIP 
can  improve  children's  health.  Increases  in  Medicaid  eligibility 
have  contributed  to  reductions  in  child  mortality  after  the  first  year 
of  life.  Insured  children  with  congenital  heart  problems  are  one- 
tenth  as  likely  to  die  in  their  first  year  of  life  as  children  who  are 
uninsured.  Uninsured  children  with  asthma  have  about  half  as 
many  attacks  that  are  severe  as  children  in  Medicaid  and  CHIP. 

The  benefits  for  families  go  beyond  though  this  health  impact.  It 
improves  the  peace  of  mind  and  financial  security  of  families.  One 
hospital  stay  for  a  child  with  pneumonia  can  cost  $8,000.  The  total 
healthcare  cost  of  childhood  asthma  in  the  U.S.  is  about  $6  billion. 
It  also  improves  children's  ability  to  learn.  Unaddressed  health 
problems  result  in  lower  school  attendance.  In  2004,  asthma  alone 
accounted  for  an  estimated  14  million  lost  school  days  among  chil- 
dren. Failure  to  address  recurrent  ear  infections  among  children  re- 
duces their  ability  to  communicate,  their  school  readiness,  and 
their  performance.  And  the  unmet  mental  health  needs  among  ado- 
lescents can  have  lifelong  consequences. 

In  summary,  health  coverage  is  as  essential  to  nutrition  and  edu- 
cation in  the  development  of  children.  So  given  these  benefits,  the 
next  question  is  how  much  does  it  cost?  Well,  based  on  Government 
projections,  the  estimated  average  spending  per  child  next  year  will 
be  about  $2,900.  That  is  about  40  percent  below  what  we  pay  for 
our  young  adults,  about  one-seventh  of  what  we  pay  for  seniors.  Of 
this,  about  35  percent  is  publicly  financed.  This  is  nearly  half  the 
proportion  of  the  health  spending  for  seniors  that  is  publicly  fi- 
nanced. There  is  also  the  lower  than  the  share  of  education  as  pub- 
licly financed.  In  dollar  terms  this  translates  into  about  $1,000  per 
child  for  healthcare  costs  less  for  the  Federal  Government  because 
States  kick  in  some  money,  too. 

So  is  this  public  investment  worth  it?  No  cost  benefit  analysis  ex- 
ists to  put  the  value  of  children's  coverage  into  dollar  terms.  How- 
ever, some  comparisons  can  help  put  this  into  perspective.  This 
$1,000  per  child  is  less  than  the  cost  of  a  day  in  the  hospital  or 
less  than  the  cost  of  year's  worth  of  medication  for  chronic  illness. 
It  is  a  fraction  of  what  we  spend  per  person  in  the  last  year  of  life. 
And  the  long-term  benefit  could  far  exceed  the  short-term  costs  of 
investing  in  children's  health.  One  of  the  most  distressing  studies 
in  recent  years  found  that  for  the  first  time  in  over  a  century  our 
children's  life  expectancy  may  be  less  than  our  own.  This  is  pri- 
marily because  our  children  are  not  as  healthy,  the  obesity  epi- 
demic is  taking  its  toll,  and  not  surprisingly  poor  child  health  now 
could  drive  major  Medicare  costs  later.  This  suggest  that  not  only 
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is  the  current  investment  in  children's  health  coverage  worth,  but 
it  may  not  be  enough  for  our  long  run  needs. 

As  we  look  at  the  proposals  in  front  of  this  Congress,  some  would 
suggest  a  real  reduction  in  the  public  investment  in  children's 
health  coverage.  As  some  of  the  members  have  mentioned,  the 
President's  budget  proposes  to  spend  only  about  a  billion  dollars 
more  per  year  for  coverage  of  children.  This  amount  according  to 
some  experts  is  not  enough  to  maintain  coverage.  In  other  words, 
the  programs  may  have  to  be  scaled  back,  the  uninsured  could  in- 
crease. Now  this  clearly  will  reduce  the  Federal  costs  for  children 
but  doing  so  is  not  necessarily  free.  It  would  mean  increased  costs 
to  States  that  cannot  morally  scale  back  on  their  coverage  for  chil- 
dren. It  would  increase  private  health  insurance  costs  as  costs  are 
shifted  from  uninsured  kids  to  privately  insured  families.  Families 
themselves  would  pay  the  cost  of  the  care  for  their  uninsured  chil- 
dren and  that  cost  may  be  higher  because  delayed  care  often  is 
more  expensive  care  and  ultimately  the  children  themselves  would 
bear  the  greatest  cost  in  the  form  of  preventable  suffering  and  limi- 
tations of  their  lifelong  prospects. 

So  I  will  close  by  saying  that  I  urge  you  to  think  broadly  about 
the  value  of  coverage  when  you  are  looking  at  these  budget  num- 
bers not  just  the  dollars  and  cents  and  the  CRS  score. 

Thank  you. 

[The  prepared  statement  of  Ms.  Lambrew  appears  at  the  conclu- 
sion of  the  hearing.] 
Mr.  Pallone.  Thank  you,  Dr.  Lambrew. 
Mr.  Peterson. 

STATEMENT  OF  CHRIS  L.  PETERSON,  SPECIALIST,  SOCIAL 
LEGISLATION,  CONGRESSIONAL  RESEARCH  SERVICE 

Mr.  Peterson.  Chairman  Pallone,  Mr.  Deal,  and  members  of  the 
subcommittee,  thank  you  for  the  opportunity  to  testify  about  char- 
acteristics of  uninsured  children. 

I  will  begin  with  current  estimates  some  of  which  has  been  cited 
already  of  children's  health  insurance  and  how  they  have  changed 
over  time.  Despite  the  potential  benefits  of  coverage,  millions  of  un- 
insured children  are  eligible  for  public  and  private  coverage.  I  will 
conclude  with  some  reasons  why  this  might  be  the  case  and  what 
options  might  be  available.  The  latest  estimates  from  2005  indicate 
that  there  are  47  million  uninsured  people  in  the  U.S.,  9  million 
of  who  are  children.  More  than  half  uninsured  children  are  in  a 
two  parent  family  and  most  had  a  parent  who  worked  full-time  all 
year.  Between  1996  and  2005,  the  percentage  of  children  who  were 
uninsured  has  fallen  by  30  percent,  in  spite  of  declining  enrollment 
in  private  coverage.  Children's  uninsurance  has  fallen  because  the 
drop  in  private  coverage  was  more  than  offset  by  increases  in  pub- 
lic coverage.  However,  some  of  the  detail  gets  lost  in  these  national 
numbers.  As  presented  in  my  written  testimony  for  some  of  the 
largest  groups  of  children,  private  coverage  did  not  decline  signifi- 
cantly between  1996  and  2005,  but  among  each  of  these  groups 
public  coverage  increased  and  uninsurance  dropped. 

The  overall  simultaneous  decline  in  private  coverage  and  in- 
crease in  public  coverage  raises  questions  about  the  extent  to  which 
these  changes  are  linked,  particularly  as  eligibility  was  extended 
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up  the  income  scale  through  SCHIP.  Researchers'  estimates  of  this 
effect  vary  widely.  Moreover,  even  for  children  enrolled  in  public 
coverage  with  access  to  private,  it  is  unclear  whether  in  the  ab- 
sence of  public  coverage  these  children  will  be  insured  or  not. 
Among  currently  uninsured  children,  42  percent  have  access  to  cov- 
erage through  their  parents'  employer.  Researchers  also  estimate 
that  62  percent  to  75  percent  of  uninsured  children  are  eligible  for 
public  coverage.  Since  employer  sponsored  and  public  coverage  both 
tend  to  be  heavily  subsidized,  why  would  so  many  children  eligible 
for  coverage  not  be  getting  it?  Some  suggest  there  may  be  a  lack 
of  awareness,  particularly  for  public  coverage  or  that  parents  have 
perceptions  of  public  coverage  and  the  enrollment  process  that  pre- 
vent them  from  seeking  it.  Among  parents  of  low  income  uninsured 
children  half  believe  their  children  are  eligible  for  public  coverage 
yet  their  kids  remain  uninsured. 

There  is  still  the  cost  of  coverage  in  private  as  well  as,  public 
coverage.  Public  coverage  is  not  always  free  in  terms  of  enrollees' 
obligations.  About  30  States  have  premiums  or  enrollment  fees  in 
their  CHIP  Programs  for  example.  And  in  private  health  insurance, 
the  cost  of  family  coverage  can  be  quite  large.  The  latest  estimates 
are  that  the  total  premium  for  family  coverage  through  one's  job 
is  $11,500  with  workers  paying  $3,000  of  that.  This  employee  con- 
tribution is  nearly  five  times  the  amount  required  for  single  cov- 
erage. 

Research  by  the  California  Healthcare  Foundation  looked  into 
why  higher  income  uninsured  individuals  were  uninsured.  Only  16 
percent  were  considered  "cost  constrained".  That  is  the  individuals 
belief  health  insurance  is  very  important  but  say  they  would  not 
buy  existing  products  at  their  current  prices.  For  most  of  the  high- 
er income  uninsured,  this  research  found  that  "health  insurance 
did  not  rank  high  as  a  spending  priority".  But  in  terms  of  chil- 
dren's health  insurance,  research  as  Dr.  Lambrew  has  noted  has 
found  that  health  insurance  is  important.  Not  only  as  a  bill  paying 
mechanism  for  when  the  kids  get  sick  but  also  because  it  helps  es- 
tablish a  regular  source  of  healthcare  such  as  a  physician  who 
knows  the  child's  healthcare  needs. 

Children  with  health  insurance  are  more  likely  to  have  a  regular 
source  of  care  and  therefore  have  better  health  outcomes  than 
those  without  health  insurance.  This  might  suggest  a  need  for  out- 
reach that  goes  beyond  informing  parents  of  the  availability  of  cov- 
erage but  also  educates  them  about  the  benefits  of  coverage. 

In  light  of  the  number  of  uninsured  who  are  eligible  for  coverage 
besides  the  multitude  of  existing  carrots  to  entice  people  to  enroll, 
States  are  beginning  to  seriously  consider  sticks  as  well.  For  exam- 
ple, Massachusetts  residents  who  are  not  enrolled  in  coverage  may 
be  subject  to  financial  penalties  from  the  State.  But  some  of  these 
efforts  raise  questions  about  the  role  of  States  versus  the  Federal 
Government  in  terms  of  the  regulation  and  financing  of  public  and 
private  health  insurance.  In  addition,  the  estimates  of  the  unin- 
sured will  also  depend  on  the  length  of  uninsurance  one  is  talking 
about  Although  9  million  children  are  estimated  to  be  uninsured  at 
a  given  point  in  time,  a  smaller  number  6  million  are  estimated  to 
be  insured  for  the  entire  year.  And  if  you  look  at  the  numbers  who 
were  ever  uninsured  during  the  year  even  for  a  day,  the  estimate 
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is  much  larger  15  million.  The  options  that  emerge  will  then  de- 
pend on  how  policymakers  decide  how  to  reconcile  these  competing 
issues  and  interests. 

[The  prepared  statement  of  Mr.  Peterson  appears  at  the  conclu- 
sion of  the  hearing.] 

Mr.  Pallone.  Thank  you,  Mr.  Peterson. 

Dr.  Berkelhamer. 

STATEMENT  OF  JAY  E.  BERKELHAMER,  M.D.,  PRESIDENT, 
AMERICAN  ACADEMY  OF  PEDIATRICS 

Dr.  Berkelhamer.  Yes,  thank  you  Chairman  Pallone  for  the  op- 
portunity and  Mr.  Deal  and  other  members  of  the  committee. 

I  am  a  pediatrician  from  Georgia,  Mr.  Deal  and  I  know  there 
have  been  many  comments  made  already  but  the  citizens  of  Geor- 
gia have  lost  a  great  child  advocate  and  we  just  would  join  you  in 
your  remembering  and  being  very  fond  of  his  contributions  and 
thank  you. 

I  am  the  president  of  the  American  Academy  of  Pediatrics.  I  am 
a  general  pediatrician  and  I  have  devoted  the  last  40  years  of  my 
career  to  the  practice  of  caring  for  children.  And  I  am  pleased  to 
comment  on  behalf  of  the  American  Academy  of  Pediatrics  about 
the  future  for  the  Children's  Health  Insurance  Program.  It  is  a  pro- 
gram that  has  been  a  resounding  success.  It  has  been  a  spillover 
as  well  in  terms  of  identifying  additional  children  who  are  qualified 
for  the  Medicaid  Program  and  they  have  also  been  enrolled.  The 
eligibility  determination  processes  have  been  simplified  and  coordi- 
nated between  SCHIP  and  Medicaid  and  it  has  become  increasingly 
infective  as  a  two  part  program.  Despite  the  program's  widely  ac- 
knowledged success  and  popularity,  several  outstanding  challenges 
have  been  identified  by  participating  pediatricians  and  these  chal- 
lenges pertain  to  funding,  ease  of  enrollment  and  benefits  related 
under  the  program.  And  I  want  to  just  make  a  couple  comments 
about  each  of  those. 

In  terms  of  the  funding,  SCHIP  is  a  block  grant  which  creates 
some  inherent  problems.  Because  the  funding  is  capped,  children 
have  been  denied  services,  waiting  lists  have  developed,  and  pre- 
dictability of  care  is  compromised.  My  own  State  of  Georgia  is 
struggling  with  that  issue  right  now.  Congress  should  strengthen 
its  commitment  to  the  Federal  State  partnership  that  has  lead 
SCHIP  and  Medicaid  success  over  the  last  decade.  There  should  be 
a  minimum  of  $12  billion  a  year  more  over  the  next  5  years  in  the 
new  SCHIP  reauthorization  providing  SCHIP  and  Medicaid  fund- 
ing to  be  able  to  assure  that  the  children  who  are  eligible  for  this 
program  can  be  included.  And  as  was  mentioned  in  some  of  the 
opening  statements,  we  have  the  potential  with  existing  eligibility 
to  cover  6  million  of  the  9  million  children  who  are  currently  unin- 
sured. We  are  almost  there.  All  children  have  to  have  health  insur- 
ance. We  have  got  to  get  there  as  a  Nation  but  this  would  be  an 
extraordinary  positive  step  to  include  6  million  of  the  9  million  chil- 
dren who  are  not  insured. 

In  terms  of  payment,  one  of  the  things  that  is  an  important  prob- 
lem with  both  the  Medicaid  and  SCHIP  is  the  low  rate  of  payment. 
The  low  rates  of  payment  seriously  impede  access  to  quality  care 
for  many  children.  Pediatricians  are  forced  in  many  parts  of  the 
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country  to  limit  the  number  of  patients  they  see  and  some  cannot 
even  pay  their  office  overhead  when  the  number  of  children  coming 
to  their  office  are  in  SCHIP  and  in  the  Medicaid  Program.  On  aver- 
age across  the  Nation,  Medicaid  reimburses  at  only  69  percent, 
roughly  two-thirds  of  what  Medicare  reimburses  at.  And  only  56 
percent  of  what  the  rates  are  for  commercial  insurance.  The  Acad- 
emy requests  that  payment  rates  for  pediatric  services  be  at  least 
at  the  same  level  as  Medicare  giving  children  the  access  to  the  pro- 
gram on  an  equal  footing  that  they  deserve  with  all  other  children. 

In  terms  of  extending  eligibility  and  enrollment,  beyond  the  pay- 
ment rates,  it  is  also  important  to  raise  the  issue  of  enrollment  bar- 
riers. And  the  implementation  of  SCHIP  has  had  the  added  benefit 
as  I  mentioned  of  encouraging  Medicaid  enrollment  and  I  just  want 
to  make  comment  though  about  the  unintended  consequences  of 
the  Deficit  Reduction  Act.  And  I  am  sorry,  Mr.  Green  left  because 
when  he  made  his  statement  I  wanted  to  say  yes,  we  have  seen 
that  problem.  And  in  my  own  State  of  Georgia,  it  has  been  docu- 
mented now  that  over  100,000  eligible  children  have  been  dropped 
from  the  roles  since  these  regulations  were  put  in  place.  And  there 
is  similar  situations  I  understand  in  Kansas,  Wisconsin,  and  Vir- 
ginia. And  these  children  are  not  illegal,  but  they  are  citizens  in 
poor  families  who  are  simply  finding  it  too  difficult  to  meet  these 
requirements  in  a  timely  manner.  And  this  state  of  affairs  needs 
to  be  corrected  and  it  is  really  unacceptable. 

In  terms  of  benefits,  the  need  for  vision,  dental,  mental  health 
services  do  not  disappear  with  economic  changes  and  economic  cir- 
cumstances. Children  in  States  with  stand  alone  SCHIP  Programs 
are  not  guaranteed  these  services  and  they  should  be.  Every  child 
needs  comprehensive  health  insurance,  age  appropriate  benefits. 
The  benefits  for  children  really  need  to  be  programmed  to  children. 
Only  one  out  of  every  hundred  children  throughout  their  entire 
childhood  ever  requires  catastrophic  care.  They  all  create  preventa- 
tive care.  They  all  require  preventative  care. 

So  in  conclusion,  there  is  a  proud  history  over  the  past  10  years. 
We  can  build  on  it.  We  can  cover  6  million  of  the  9  remaining  mil- 
lion children  and  that  the  AAP  stands  ready  to  work  with  you  and 
supports  fully  this  program. 

Thank  you. 

[The  prepared  statement  of  Dr.  Berkelhamer  appears  at  the  con- 
clusion of  the  hearing.] 
Mr.  Pallone.  Thank  you,  Doctor. 
Now  we  have  Ms.  Owcharenko. 

STATEMENT  OF  NINA  OWCHARENKO,  SENIOR  POLICY  ANA- 
LYST, HEALTH  POLICY  SYSTEMS,  THE  HERITAGE  FOUNDA- 
TION 

Ms.  Owcharenko.  Good  afternoon,  Chairman  Pallone,  Ranking 
Member  Deal,  and  members  of  the  subcommittee.  I  am  senior  pol- 
icy analyst  at  the  Heritage  Foundation  and  I  appreciate  the  oppor- 
tunity to  testify  before  you  today  on  the  subject  of  uninsured  chil- 
dren. 

Healthcare  coverage  for  children  is  critical.  Without  it,  children 
suffer  and  society  pays.  Children  without  coverage  often  seek  care 
in  an  inefficient  and  costly  manner.  Today's  healthcare  system  has 
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it  shortfalls  and  policymakers  should  consider  ways  to  improve  cov- 
erage options  for  children  and  their  families. 

Like  adults,  the  vast  majority  over  60  percent  of  children  obtain 
coverage  through  the  employer  based  system.  Twenty-seven  per- 
cent receive  care  through  the  Medicaid  and  SCHIP  Programs  and 
an  estimated  11  percent  of  children  are  considered  uninsured. 
However,  it  is  important  to  note  as  was  already  discussed  there  are 
a  variety  of  ways  of  counting  the  uninsured.  The  most  common  fig- 
ure used  is  based  on  a  specific  point  in  time  however,  other  calcula- 
tions include  measuring  uninsurance  for  the  entire  year  and 
unisurance  at  any  point  during  the  year.  In  considering  duration 
of  uninsurance,  children  typically  have  shorter  periods  of 
uninsurance  than  adults.  Interestingly,  by  age  group  and  was  also 
noted  in  opening  statements,  children  have  the  lowest  rate  of 
uninsurance  than  most  all  other  age  groups  except  those  65  and 
older.  And  adults  between  the  ages  of  18  and  24  have  the  highest 
with  about  31  percent. 

By  family  income,  the  majority  of  uninsured  children  are  among 
lower  income  families.  But  the  largest  growing  segment  of  the  un- 
insured is  among  middle  and  upper  income  families.  By  family 
work  status,  the  majority  about  68  percent  of  uninsured  children 
are  in  families  with  a  full-time  full  year  worker.  Only  17  percent 
of  the  uninsured  children  have  no  family  member  working. 

There  are  obstacles  to  existing  coverage.  The  current  patchwork 
system  of  public  and  private  coverage  does  not  work  for  everyone 
including  children.  In  the  private  sector,  not  all  workers  or  their 
dependents  have  employer  based  coverage.  Some  are  not  offered 
coverage.  Some  may  not  qualify  for  employer  coverage  and  others 
simply  choose  not  to  participate.  Moreover,  coverage  outside  the 
place  of  work  can  be  expensive  depending  on  the  State.  Some  well 
intentioned  but  costly  State  regulations  can  make  coverage 
unaffordable  to  many  families,  especially  lower  income  families. 

In  the  public  sector,  while  there  are  significant  numbers  of  chil- 
dren who  qualify  for  public  programs,  a  good  number  still  do  not 
participate.  First  access  to  quality  care  is  a  concern.  Fewer  pedia- 
tricians are  accepting  new  Medicaid  patients.  Second,  these  pro- 
grams are  fiscally  draining  State  and  Federal  budgets.  The  entitle- 
ment financing  structure  of  Medicaid  for  example  is  the  largest 
State  budget  item  consuming  more  than  education,  transportation, 
and  other  State  priorities.  Finally,  public  program  expansions 
crowd  out  private  coverage  for  families.  Recent  analysis  estimates 
that  the  crowded  affect  of  these  public  program  expansions  to  be 
about  60  percent. 

Strategies  for  addressing  the  shortfalls  of  the  current  system 
should  consider  children  but  should  also  improve  the  system  as  a 
whole.  For  the  private  sector;  one,  fix  the  tax  treatment  of  health 
insurance  to  ensure  everyone  gets  a  tax  break  for  purchasing 
health  insurance;  two,  promote  private  sector  alternatives  for  those 
without  employer  based  coverage.  For  the  public  sector;  first  add 
greater  choice  for  enrollees  including  enabling  them  to  use  public 
funds  as  a  way  to  mainstream  them  into  private  family  insurance. 
This  is  especially  important  in  SCHIP;  second,  adopting  more  pa- 
tients that  are  model  that  expands  personal  control  in  the 
healthcare  decisions  for  those  enrolled  in  the  public  programs. 
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Finally,  a  solid  case  can  be  made  to  encourage  States  with  Fed- 
eral guidance  and  assistance  to  tackle  these  issues  on  their  own. 
There  is  great  diversity  among  the  States.  A  federalism  approach 
may  be  the  best  way  suited,  best  suited  way  to  address  these  vari- 
ations. 

Thank  you  for  your  time  and  I  look  forward  to  the  discussion. 
[The  prepared  statement  of  Ms.  Owcharenko  appears  at  the  con- 
clusion of  the  hearing.l 
Mr.  Pallone.  Thank  you. 

Next  we  have  Ms.  Mingledorff.  Now  I  understand  those  are  your 
children  over  there? 
Ms.  Mingledorff.  Yes,  they  are. 

Mr.  Pallone.  They  have  been  so  well  behaved.  I  was  thinking 
about  when  mine  were  that  age  they  would  never  sit  there.  In  fact, 
I  think  there  was  one  time  when  I  brought  them  to  a  Whip  meeting 
and  I  served  them  a  muffin  and  my  son  threw  the  muffin  at  Con- 
gressman Bonior  who  was  conducting  the  Whip  meeting. 

Ms.  Mingledorff.  I  have  had  great  help  with  the  March  of 
Dimes  staff  there. 

Mr.  Pallone.  Well  thank  you. 

STATEMENT  OF  KATHY  PAZ  MINGLEDORFF,  MARCH  OF  DIMES 

FOUNDATION 

Ms.  Mingledorff.  And  good  afternoon,  Mr.  Pallone,  Congress- 
men and  Congresswomen. 

My  name  is  Kathy  Mingledorff  and  I  am  pleased  to  be  here  to 
testify  as  a  mother  and  volunteer  of  the  March  of  Dimes  Founda- 
tion. I  understand  in  a  very  person  way  the  importance  of  health 
insurance  for  women  and  children  and  thank  the  members  of  the 
committee  for  making  access  to  coverage  the  focus  of  the  hearing. 
A  longer  and  more  complex  statement  will  be  submitted  for  the  for- 
mal record. 

Let  me  begin  today  by  telling  you  my  family  story  and  specifi- 
cally why  Medicaid  and  FAMIS,  Virginia's  State  Children's  Health 
Insurance  Program  SCHIP,  have  been  so  important  to  us.  In  2001, 
I  became  pregnant  while  in  college  and  was  covered  by  my  parents' 
private  health  insurance.  But  after  my  son  was  born,  I  was  no 
longer  a  student  and  I  lost  my  coverage  because  I  was  no  longer 
a  dependent.  My  son,  Alex  who  is  here  with  us  today  was  born  pre- 
maturely at  25  weeks  and  suffered  many  complications  due  to  his 
early  delivery.  Fortunately,  Medicaid  was  there  to  provide  health 
insurance  for  the  first  3  years  of  Alex's  life.  We  had  help  through 
Medicaid  with  Alex's  enormous  medical  bills  over  $800,000  in  the 
first  2  years  alone.  And  I  have  attached  to  my  testimony  a  handout 
listing  some  of  my  son's  medical  expenses. 

Had  it  not  been  for  the  support,  I  am  not  sure  how  we  would 
have  survived.  By  the  time  Alex  was  2,  complications  associated 
with  his  pre-term  birth  required  a  feeding  tube,  special  formulas, 
and  multiple  medications.  We  took  Alex  to  the  emergency  room 
many  times  and  he  was  hospitalized  on  over  three  occasions.  In 
January  2005,  Alex  had  surgery  to  stabilize  his  reflux  condition.  I 
cannot  imagine  what  life  would  have  been  without  Medicaid. 

In  2005,  I  married  and  found  an  employer  who  was  eager  to  hire 
me.  Unfortunately,  the  employer  did  not  offer  health  insurance.  I 
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attempted  to  enroll  Alex  in  FAMIS  but  our  income  was  too  high  for 
him  to  qualify  with  my  husband's  income  of  only  $32,000  for  our 
family.  At  that  time,  eligibility  for  the  program  in  Virginia  was  lim- 
ited to  children  whose  family  incomes  were  below  133  percent  of 
the  poverty  level,  less  than  $22,000  a  year  for  a  family  of  three  so 
my  only  option  was  to  turn  down  a  position  I  really  wanted  in 
order  to  keep  my  son  insured  through  Medicaid.  I  want  to  empha- 
size how  difficult  that  was  for  me. 

In  July  2006,  the  State  of  Virginia  changed  its  eligibility  rules 
for  FAMIS  allowing  families  with  incomes  up  to  200  percent  of  the 
poverty  guidelines,  a  little  over  $34,000  for  a  family  of  three  to 
qualify  making  it  possible  for  me  to  enroll  my  son.  Once  Alex  had 
health  insurance  through  FAMIS,  I  was  able  to  accept  a  full-time 
position  at  SCIC,  a  Government  contractor  in  Virginia.  Today,  Alex 
and  I  have  health  insurance  through  my  employer  and  I  work  full- 
time  as  a  design  consultant  at  Thomasville  Furniture  and  am  tak- 
ing graduate  courses  at  Marymount  University  for  interior  design. 

The  help  that  my  family  received  at  a  time  when  we  needed  it 
most  because  I  was  able  to  work,  it  was  great  to  have  a  program 
like  FAMIS.  I  know  from  my  experience  that  other  families  with 
premature  babies,  that  my  story  is  not  unique.  In  fact,  it  is  not  un- 
common for  a  family  just  getting  started  to  face  a  problem  of  not 
having  enough  health  coverage  to  meet  the  needs  of  a  fragile  in- 
fant. 

Given  my  family's  experience,  I  am  sure  you  can  understand  why 
I  am  so  committed  to  the  March  of  Dimes'  goal  of  using  this  year's 
bill  as  an  opportunity  to  strengthen  FAMIS  and  other  State  chil- 
dren's health  insurance  programs.  Let  me  summarize  for  you  the 
Foundation's  recommendations. 

Using  the  information  provided  by  the  U.S.  Census  Bureau,  re- 
searchers have  estimated  that  nearly  half  of  the  9  million  unin- 
sured children  in  the  U.S.  are  eligible  for  Medicaid  and  almost  20 
percent  are  eligible  for  SCHIP.  In  other  words,  with  adequate  fund- 
ing and  more  attention  to  enrollment  of  those  who  are  already  eli- 
gible, more  than  6  million  uninsured  children  would  have  health 
insurance  through  these  two  programs.  So  for  our  first  rec- 
ommendation, the  March  of  Dimes  urges  members  of  this  commit- 
tee to  give  States  the  resources  they  need.  The  Foundation  is  also 
calling  for  changes  in  law  to  help  State's  make  modest  but  impor- 
tant improvements  in  their  SCHIP  Programs. 

First,  States  would  be  allowed  to  cover  pregnant  women  age  19 
and  older  who  meet  SCHIP  income  guidelines.  As  many  as  24 
States  have  used  Federal  waivers  or  special  regulatory  means  to 
prove  such  coverage  through  SCHIP  but  waivers  are  administra- 
tively burdensome  for  States  and  the  regulatory  approach  does  not 
allow  for  payment  of  the  full  scope  of  maternity  benefits  rec- 
ommended by  the  American  College  of  Obstetrics  and  Gynecologists 
and  the  American  Academy  of  Pediatrics.  Both  the  National  Gov- 
ernor's Association  and  the  National  Conference  of  State  Legisla- 
ture support  this  proposal.  Providing  access  to  maternity  coverage 
will  help  reduce  the  number  of  infants  like  Alex  who  are  born  with 
significant  medical  needs. 

The  March  of  Dimes  also  recommends  that  members  of  the  com- 
mittee allow  SCHIP  to  supplement  limited  private  health  insur- 


34 


ance  for  children  with  special  healthcare  needs  allowing  for  a  com- 
bination of  public  and  private  coverage  would  help  families  like 
mine,  parents  who  want  to  work,  are  willing  to  purchase  private 
insurance,  but  need  a  little  help  to  be  sure  that  they  policy  covers 
their  child's  serious  medical  conditions. 

Finally,  the  Foundation  urges  members  to  strengthen  perform- 
ance measures  that  will  improve  State  accountability  and  quality 
of  care  for  individuals  who  rely  on  SCHIP  for  their  health  insur- 
ance. 

Thank  you  again,  Mr.  Chairman  for  holding  this  important  hear- 
ing and  for  allowing  me  to  testify  on  behalf  of  the  March  of  Dimes. 
Children  and  their  families  across  the  Nation  are  looking  for  you 
and  members  of  this  committee  to  maintain  and  strengthen 
SCHIP,  a  program  central  to  the  health  of  the  Nation's  pregnant 
women,  infant,  and  children. 

Thank  you. 

[The  prepared  statement  of  Ms.  Mingledorff  appears  at  the  con- 
clusion of  the  hearing.] 
Mr.  Pallone.  Thank  you. 

And  thank  all  the  witnesses  for  your  insight  into  SCHIP  and  the 
whole  problem  of  covering  the  uninsured  for  kids  in  particular. 

We  are  done  with  the  statements  but  now  we  will  start  with 
questions  and  I  will  just  recognize  myself  initially  for  5  minutes. 

I  wanted  to  ask  Ms.  Mingledorff  both  you  and  Ms.  Molina.  You 
have  obviously  talked  about  your  personal  situation  of  being  in  the 
position  of  having  to  force  to  choose  between  a  chance  to  improve 
your  financial  situation  or  keeping  your  children's  health  coverage. 
And  I  know,  well  I  should  not  say  I  know,  I  really  cannot  imagine 
what  a  tough  decision  that  has  to  be  but  your  stories  illustrate  why 
it  is  so  important  that  Congress  provide  access  to  affordable  health 
insurance  for  children  and  not  restrict  in  my  opinion  the  available 
funding  for  kids  above  200  percent  of  poverty.  The  200  percent  is 
about  $34,000  a  year  for  a  family  of  three.  It  may  seem  if  you  are 
making  $34,000  a  year  you  should  be  able  to  pay  for  health  insur- 
ance but  both  of  you  have  indicated  that  is  not  the  case.  I  just 
wanted  you  to  comment  again  maybe  dispel  the  notion  that  might 
be  out  there  that  somehow  if  you  are  making  $34,000  a  year  you 
are  going  to  be  able  to  afford  health  insurance,  if  you  would  com- 
ment on  that? 

Ms.  Molina.  Well  yes,  $34,000  may  sound  like  it  is  a  good 
amount  of  money  but  when  you  have  to  pay  for  like  myself  I  just 
finished  paying  $5,500  for  braces  for  my  first  child  and  now  Joseph 
also  needs  them  and  so  that  is  going  to  cost  me  another  $5,500. 
School  lunches,  I  pay  $70  a  month  for  school  lunches.  And  I  will 
tell  you  what,  there  is  so  much  more  that  we  are  paying  out.  Not 
to  mention  our  every  day  costs,  bills.  And  then  too,  I  want  to  say 
something  that  I  did  not  say  is  that  SCHIP  works.  It  is  a  great  pro- 
gram. We  cannot  afford  private  health  insurance.  This  program 
works. 

Mr.  Pallone.  Mrs.  Mingledorff? 

Ms.  Mingledorff.  I  have  thought  about  it  on  several  occasions 
as  to  my  difficulty  in  applying  for  Medicaid,  SCHIP,  and  everything 
throughout  our  time  period  getting  State  support  health  insurance. 
There  are  so  many  things  that  are  involved  in  calculating  what 
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your  poverty  level  is  and  why  you  do  or  do  not  qualify.  For  instance 
in  my  family,  we  have  a  car.  We  pay  $250  a  month  as  our  car  pay- 
ment. That  is  $250  that  is  coming  out  of  my  family's  income  but 
it  is  not  taken  into  account  as  to  my  family's  income.  All  sorts  of 
things  like  that,  rent,  everything  else  that  goes  into  what  you  pay 
every  month  just  to  survive  is  not  taken  into  account.  They  look  at 
your  income.  And  if  your  income  is  $34,000,  then  it  does  not  matter 
if  every  month  you  are  paying  $7,000  of  bills,  you  still  do  not  qual- 
ify- 

Mr.  Pallone.  All  right,  thank  you,  I  appreciate  your  comments. 

Now  one  of  the  things  I  am  also  concerned  about  is  the  adequacy 
of  the  health  insurance  coverage  that  children  receive.  For  exam- 
ple, a  family's  employer  sponsored  coverage  might  not  be  the  best 
place  for  a  child  if  it  does  not  cover  the  benefits  the  child  needs  or 
imposes  unaffordable  cost  sharing  or  deductibles.  We  know  that  is 
often  the  case.  So  I  was  going  to  ask  Dr.  Lambrew  if  you  could 
please  comment  on  Medicaid  and  SCHIP  and  the  adequacy  and  af- 
fordability  of  benefits  in  those  programs. 

Ms.  Lambrew.  Sure.  And  I  think  I  need  to  start  with  Medicaid 
because  Medicaid  is  the  older  program  and  the  program  that  frank- 
ly covers  most  of  the  children  that  we  have.  And  I  think  that  the 
statistics  are  about  four  times  as  many  children  are  enrolled,  in- 
sured by  Medicaid. 

Mr.  Pallone.  Good  point. 

Ms.  Lambrew.  And  since  the  program  began  there  was  basically 
a  provision  that  said  that  for  children  who  get  screened  and  diag- 
nosed with  a  disease  they  get  the  care  that  they  need,  that  is  medi- 
cally necessary.  This  has  been  proven  over  time  through  evaluation 
after  evaluation  as  effective  and  insuring  that  low  income  children 
have  the  types  of  benefits  they  need. 

With  SCHIP  which  is  for  higher  income  population,  there  are 
benefit  standards  and  these  standards  are  linked  to  things  like  the 
Federal  Employees  Health  Benefit  Package,  the  State  Employees 
Health  Benefit  Package  which  are  relatively  generous  in  employer's 
scheme  of  things.  Studies  have  shown  that  special  needs  children 
do  not  really  work  well  or,  excuse  me,  do  not  necessarily  get  what 
they  need  through  SCHIP,  through  these  benefit  packages.  There 
is  a  secretarial  approved  package  which  has  been  used  by  some 
States  for  fairly  high  cost  sharing  plans  and  with  the  Deficit  Re- 
duction Act  a  few  years  ago  there  are  question  marks  about  exactly 
what  the  strength  is  in  terms  of  our  Medicaid  benefit  package  as 
well. 

So  the  short  answer  is  that  the  programs  do  well,  they  strive  to 
do  well  but  in  recent  years  we  have  seen  erosion  in  the  types  of 
benefits  that  these  children  have.  And  we  do  know  that  for  any  low 
income  families,  you  have  heard  these  ladies  talk  about  the  cost 
sharing  associated  with  illness  could  be  a  barrier  even  if  they  are 
covered  by  these  programs. 

Mr.  Pallone.  OK.  Just  quickly,  a  comment  on  the  fact  that  chil- 
dren are  more  likely  to  have  coverage  when  their  parents  also  have 
coverage  because  I  know  this  is  a  big  issue. 

Ms.  Lambrew.  The  statistics  are  interesting  because  what  we 
know  is  that  if  a  child,  the  parent  is  insured,  the  child  is  more  like- 
ly to  be  insured  and  vice  versa.  We  know  that  families  come  to- 
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gether  so  there  is  a  real  pattern  to  that.  We  also  know  that  chil- 
dren whose  parents  are  insured  are  more  likely  to  get  access  to 
care.  The  parents  are  more  in  tune  with  the  healthcare  system.  But 
I  think  some  of  the  statistics  that  have  come  out  recently  are  pret- 
ty shocking.  I  think  that  we  know  that  of  the  children  who  are  in- 
sured through  the  CHIP,  Children's  Health  Insurance  Program,  the 
vast  majority  of  them  do  not  have  parents  who  themselves  are  in- 
sured. It  is  not  like  we  are  seeing  lots  of  families  who  have  the  par- 
ents in  employer  based  coverage  and  their  children  SCHIP.  In  fact, 
a  study  that  came  out  from  the  Urban  Institute  just  last  week 
found  that  of  the  children  in  SCHIP,  two-thirds  of  their  parents, 
two-thirds  of  those  children's  parents  do  not  have  employer  based 
coverage.  So  only  one-third  of  the  parents  of  these  SCHIP  children 
have  employer  based  coverage.  And  when  you  look  at  Medicaid,  it 
is  basically  only  10  percent.  So  we  really  do  not  see  kind  of  the 
splitting  of  families  which  means  the  best  way  to  get  these  children 
may  be  getting  their  parents  because  then  you  really  can  get  the 
full  family  deal. 
Mr.  Pallone.  Thank  you. 

I  yield  to  the  gentleman  from  Georgia,  the  ranking  member. 
Mr.  Deal.  Thank  you,  Mr.  Chairman. 

Let  me  follow  up  on  that  because  I  think  we  just  heard  two  con- 
flicting statistical  statements  about  the  uninsured  children  and 
their  availability  of  insurance  through  the  private  sector  because  I 
wrote  down  that  Mr.  Peterson  said  that  42  percent  of  uninsured 
children  have  access  to  private  insurance.  Was  that  what  you  said? 
Does  that  conflict  with  what  Dr.  Lambrew  just  said? 

Mr.  Peterson.  I  think  she  was  talking  about  something  dif- 
ferent. She  was  talking  about  SCHIP  enrollees  and  their  parents 
and  I  was  talking  about  uninsured  children  all  together. 

Mr.  Deal.  I  see  the  total  picture? 

Mr.  Peterson.  Yes.  But  it  is  still  the  case.  Really  it  depends  on 
one's  perspective  is  this  one-third  of  SCHIP  kids  who  have  a  parent 
who  is  enrolled  in  coverage  she  said  it  is  not  a  lot.  I  bet  Nina  would 
say  it  is  so,  it  is  just  kind  of  a  definitional  issue  at  that  point. 

Mr.  Deal.  And  back  to  the  point  that  you  made  early  in  your  tes- 
timony, Mr.  Peterson  is  that  as  we  have  seen  the  number  of  unin- 
sured children  drop,  we  have  likewise  seen  the  number  of  insured 
children  under  private  plans  likewise  drop.  Is  that  right? 

Mr.  Peterson.  That  is  correct. 

Mr.  Deal.  What  do  you  make  of  that  correlation? 

Mr.  Peterson.  Again,  it  is  very  hard  to  say  because  you  do  not 
know  what  would  occur  in  the  absence  of  that  public  coverage  and 
so  the  most  recent  estimates  I  think  Nina  talked  about  said  that 
for  every  10  percent  increase  in  public  coverage  there  is  a  60  per- 
cent decline  in  private  coverage.  But  that  assumes  that  those  are 
linked  all  the  way  and  it  is  just  not  clear  from  our  perspective  that 
you  can  make  that  link.  The  estimates  vary  widely  as  I  say.  Some 
say  there  is  no  link.  As  the  private  coverages  drop  and  public  has 
expanded,  there  is  no  link  from  that  and  that  those  kids  would 
likely  have  lost  coverage  anyway. 

Mr.  Deal.  Ms.  Owcharenko  that  is  what  you  were  talking  about 
when  you  said  the  60  percent  crowd  out  factor.  Elaborate  on  what 
you  mean  by  the  crowd  out  factor  just  a  little  more. 
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Ms.  Owchaeenko.  Well  as  was  discussed,  the  idea  that  as  public 
programs  have  expanded,  eligibility  up  the  income  scale,  the  pri- 
vate, the  number  of  individuals,  families  actually  not  just  individ- 
uals, it  is  actually  the  families  is  what  the  study  looked  at,  not  the 
individual  but  the  impact  it  had  on  the  family  had  seen  a  decline 
of  about  60  percent.  So  I  think  that  one  of  the  issues  is  looking  at 
the  number  between  when  we  are  looking  at  individuals  between 
200  percent  of  poverty,  300  where  this  becomes  far  more  critical. 
I  think  that  we  need  to  look  at  alternatives  instead  of  either  or  is 
there  some  way  of  kind  of  blending  the  two  together.  So  you  do  not 
have  the  cliff  effects  that  I  think  was  described  earlier  where  it  is 
one  dollar  more  and  you  are  no  longer  part  of  the  program,  to  find 
ways  of  somehow  blending  this,  to  try  to  create  a  more  seamless 
system  between  the  public  and  private  sector. 

Mr.  Deal.  And  one  of  your  suggestions  I  believe  was  that  we 
allow  some  of  the  say  SCHIP  funding  to  be  used  to  buy  into  a  pri- 
vately available  employer  plan.  Is  that  right? 

Ms.  Owchaeenko.  Yes.  And  I  would  like  to  elaborate  on  that  be- 
cause many  times  the  term  premium  assistance  is  used.  I  would  ac- 
tually take  it  further  because  as  was  noted,  a  premium  does  not 
take  into  consideration  cost  sharing  requirements.  And  so  having 
a  simple  stipend  given  for  the  child  for  dependent  coverage  could 
I  think  also  cover  things  besides  the  premium.  If  you  have  an  em- 
ployer with  a  higher  deductible,  then  the  additional  dollars  that 
they  are  not  spending  on  the  premium  could  be  used  to  help  with 
cost  sharing  requirements  with  meeting  the  deductible,  et  cetera. 

Mr.  Deal.  One  of  the  problems  I  think  we  have  with  the  way 
State's  regulate  insurance  at  the  State  level  is  that  some  States 
have  huge  mandates  of  what  an  insurance  policy  must  cover  and 
it  drives  the  cost  of  that  insurance  up  in  that  State.  Many  have 
proposed  and  we  have  in  fact  voted  on  during  the  last  Congress  a 
proposal  in  this  committee  that  dealt  with  the  ability  of  a  person 
or  an  employer  to  buy  a  policy  from  another  State  if  it  provided  a 
benefit  that  was  acceptable  but  at  a  cheaper  price  and  it  was  af- 
fordable to  them. 

Now  we  have  great  inequity  in  your  comment  about  the  tax 
issues  relating  to  health  insurance  is  certainly  an  appropriate  one. 
Many  of  the  proposals  are  that  if  employers,  large  employers  are 
going  to  be  able  to  deduct  their  cost  of  health  insurance  in  a  group 
plan,  then  the  same  benefits  should  be  extended  to  the  private  fam- 
ily et  cetera  because  in  effect  we  are  squeezing  the  balloon  and  it 
is  coming  out  in  the  pricing  for  the  small  policy  units.  Another  pro- 
posal of  course  is  the  ability  that  we  pass  in  this  House  a  couple 
of  times  I  think  and  that  is  of  small  businesses  to  be  able  to  pool 
together  so  that  they  could  buy  more  affordable  private  insurance 
plans. 

Very  quickly,  Ms.  Owcharenko,  would  you  comment  briefly  about 
those  kinds  of  proposals? 

Ms.  Owchaeenko.  Sure.  I  do  think  that  tax  equity  is  very  impor- 
tant. I  think  that  it  was  noted  there  are  people  that  do  not  have 
employer  based  coverage  and  do  not  qualify  for  the  public  programs 
who  get  no  tax  benefit,  no  assistance  whatsoever.  So  fixing  the  Tax 
Code  to  allow  individuals  to  receive  a  benefit,  a  tax  benefit  for  pur- 
chasing private  insurance  I  think  is  critical.  However,  it  is  not  ex- 
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elusive.  I  think  ideas  as  you  mentioned  allowing  individuals  them- 
selves  to  decide  the  type  of  policy  and  where  they  want  to  buy  their 
health  insurance  from,  I  think  teams  up  very  nicely  with  changing 
the  Tax  Code.  So  that  if  you  are  in  a  State  where  you  find  it 
unaffordable  but  you  can  find  coverage  in  a  State,  a  neighboring 
State  would  make  a  lot  of  sense  to  say  well  gosh  there  is  a  policy 
there  that  I  could  afford  at  least  to  have  catastrophic  coverage.  It 
is  critical  to  make  sure  that  we  are  trying  to  provide  more  options 
that  are  more  affordable  for  in  some  cases  with  these  families  to 
simply  protect  them  from  a  catastrophic  illness  when  they  are  hit 
with  cancer,  or  some  sort  of  an  illness  that  costs  them  a  lot  of 
money.  At  least  then  there  is  some  sort  of  a  catastrophic  backdrop. 
And  it  gives  the  individual  the  choice.  It  is  not  a  mandate  on  the 
individual  one  way  or  the  other.  If  they  are  happy  in  the  State  that 
they  have  the  coverage,  they  can  keep  it. 

Mr.  Deal.  Thank  you. 

Mr.  Pallone.  Thank  you. 

Mr.  Green  for  questions. 

Mr.  Green.  Thank  you,  Mr.  Chairman. 

It  is  not  on  my  line  of  questions  but  I  would  love  to  have  the  de- 
bate on  mandated  benefits.  I  have  served  in  the  legislative  body  for 
many  years  in  the  State  legislature.  In  1973,  the  first  mandated 
benefit  we  voted  on  was  newborn  infant  coverage.  The  insurance 
policy  did  not  cover  newborn  infants  for  the  first  seven  to  21  days 
depending  on  the  State.  Now  we  can  list  all  sorts  of  crazy  things 
on  mandated  benefits  but  there  is  also  a  reason  for  having  State 
regulations.  And  that  is  why  going  from  if  I  am  at  Houston,  Texas 
and  want  to  buy  a  policy  in  Louisiana  the  State  Insurance  Commis- 
sion that  regulates  health  insurance  in  Texas  has  no  authority  over 
that  insurance  policy.  So  it  is  great  to  talk  about  it  in  Washington 
but  until  we,  if  we  want  to  take  over  health  insurance  even  what 
the  State  does  and  I  do  not  think  either  Republicans  or  Democrats 
want  to  do  that  yet,  but  to  overrule  State  mandates,  let  us  fight 
that  battle  at  the  State  because  that  is  where  they  are  the  ones 
that  are  responsible  for  it. 

Mr.  Peterson,  in  your  testimony  you  talked  about  on  page  3  for 
example  the  private  coverage  has  not  changed  significantly  be- 
tween predominately  white  children  or  black  children  because  of 
SCHIPS  but  it  did  change  among  Hispanics,  decline  in  private  cov- 
erage was  large  in  1996  and  2006.  Did  you  find  any  reason  for  that 
in  your  work? 

Mr.  Peterson.  Yes,  I  have  to  talk  to  the  folks  at  the  Agency  for 
Healthcare  Research  and  Quality  who  had  put  all  that  information 
together  to  see  because  there  are  other — I  do  not  want  to  use  a  sta- 
tistical term,  there  are  other  factors  that  are  going  on  such  as  the 
jobs  that  are  available  that  those  folks  may  have  access  to  so  there 
are  a  number  of  things  that  could  be  at  play  here  and  I  can  ask 
them  to  follow  up  with  you. 

Mr.  Green.  I  know  in  person  experience  in  our  district  because 
we  have  a  65  percent  Hispanic  population  and  of  course  the  chil- 
dren's population  is  probably  80  percent  is  that  often  times  em- 
ployer based  coverage,  they  may  cover  the  employee  but  they  do 
not  cover  the  family.  And  they  do  not  make  enough  to  pay  for  the 
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family  even  though  have  an  option  to  do  that.  At  least  SCHIPS 
they  can  afford  it. 

You  said  in  your  statement  and  I  want  to  reiterate  it  on  page  6, 
importance  that  you  have  the  children's  healthcare  coverage  but  it 
is  also  the  relationship  with  a  physician  that  is  so  important  and 
that  is  what  SCHIPS  brings  to  the  table.  And  I  will  give  you  an 
example.  I  have  a  somewhat  suburban  district  but  it  is  actually 
urban.  And  in  the  late  1990's  we  were  so  happy  getting  a  public 
health  clinic  in  our  area  because  my  school  superintendent  said  in 
a  study  in  their  schools  that  80  percent  of  the  children  their  pre- 
dominate healthcare  provider  was  the  school  nurse,  so  that  rela- 
tionship has  to  be  there  somehow  and  the  public  health  system 
through  Medicaid  or  but  also  through  the  SCHIPS  Program. 

And  I  also  like  your  statement  about  the  need  for  outreach.  I 
know  often  times  individual  States  do  not  do  the  outreach  and  I 
think  the  testimony  from  a  lot  of  the  panel  today  was  that  the  rea- 
son we  need  the  coverage,  we  can  cover  more  children  and  we  have 
to  do  that  outreach  to  parents  so  they  know  this  is  available  to 
them. 

But  now  let  me  get  to  my  other  questions.  I  am  concerned  about 
the  increasing  barriers  to  enrollment  in  CHIPS  and  I  will  give  an 
example.  In  Texas,  you  heard  my  statement  about  we  lost  a  num- 
ber of  children  after  2003  because  of  enrollment  barriers  and  I 
know  the  sixth  month  coverage  period  is  overly  burdensome  and  I 
think  contributed  like  200,000  loss  of  children  under  CHIPS  in 
Texas.  And  I  understand  Texas  was  one  of  nine  States  that  have 
the  sixth  month  renewal  requirement  whereas  other  States  have  12 
months.  Doctor  Lambrew,  can  you  speak  to  the  benefit  of  the  12 
months  coverage  for  continued  enrollment  in  general? 

Ms.  Lambrew.  Sure.  There  is  lots  of  good  evidence  that  there  are 
two  reasons  why  it  helps.  Number  1  is  that  it  is  a  reduced  burden 
both  on  families  and  States  to  have  the  child  come  in,  only  every 
once  every  year  rather  than  every  6  months  to  do  this.  It  is  clearly 
easier.  We  also  know  from  

Mr.  Green.  And  excuse  me  for  interrupting  but  that  also  means 
they  do  not  have  to  stand  in  line  but  once  a  year  in  the  huge  lines 
at  some  of  these  agencies. 

Ms.  Lambrew.  Exactly,  if  there  is  a  required  in-person  interview. 
Some  States  have  moved  to  a  mail  in  application  which  is  a  little 
bit  harder  with  some  of  the  citizenship  documentation  rules  that 
have  come  into  effect  but  that  is  another  way  to  simplify  things. 
But  that  is  right  we  did  do  a  Federal  evaluation  of  SCHIP  and 
what  we  found  was  that  when  children  leave  the  program  they  are 
not  generally  going  to  private  health  insurance.  Only  about  14  per- 
cent gain  private  coverage,  about  34  percent  return  to  Medicaid, 
and  then  48  percent  become  uninsured.  So  we  know  if  we  can  keep 
these  children  on  for  a  longer  period  of  time,  then  we  are  keeping 
these  children  insured  for  a  longer  period  of  time. 

Mr.  Green.  OK.  Mr.  Chairman,  one  last  question  in  my  10  sec- 
onds I  have. 

Dr.  Berkelhamer,  the  Deficit  Reduction  Act  and  I  had  mentioned 
this  in  my  opening  statement,  the  number  of  changes  in  Medicaid 
and  I  am  concerned  about  the  citizenship  documentation  and  my 
example  a  child  born  in  our  country  in  a  hospital  in  the  United 
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States  is  considered  a  citizen  and  for  them  not  to  be  immediately 
established  for  Medicaid  coverage  when  they  are  born  here,  to  wait 
for  their  documentation  for  their  certified  copy  of  their  birth  certifi- 
cate, does  the  American  Pediatric  Society  have  

Dr.  Berkelhamer.  Penny  wise  and  dollar  foolish  and  you  are 
setting  up  a  situation  where  children  will  end  up  not  getting  en- 
rolled in  a  timely  manner.  It  will  show  up  when  a  disease  is  fur- 
ther along.  It  will  end  up  in  an  emergency  room  or  a  hospital.  Be- 
fore the  Deficit  Reduction  Act,  mothers  who  went  into  labor  who 
were  the  economic  eligibility  level  were  entitled  to  emergency  Med- 
icaid. When  their  babies  were  born,  they  were  automatically  as  you 
pointed  out  in  your  statement  enrolled  for  the  first  year  of  their 
life.  That  does  not  happen  anymore.  The  way  it  is  being  imple- 
mented now,  the  family  has  to  provide  documentation  and  go 
through  an  enrollment  process.  And  it  really  is  putting  an  impedi- 
ment in  front  of  people  in  terms  of  getting  them  enrolled  in  a  time- 
ly fashion.  It  is  really  a  problem  in  the  Deficit  Reduction  Act  that 
needs  to  be  addressed  and  needs  to  be  corrected.  And  I  would  urge 
all  of  you  to  do  it. 

And  if  I  have  just  a  moment,  there  has  been  some  discussion 
here  about  private  versus  public  but  I  also  think  it  is  extraor- 
dinarily important  when  you  think  about  the  interface  between  the 
two  that  every  child  as  I  mentioned  needs  a  comprehensive  benefit 
package.  The  benefits  the  children  need  are  different  than  the  ben- 
efits that  adults  need.  And  being  protected  against  catastrophic 
loss  is  extraordinarily  important  but  it  is  not  as  important  in  the 
long  run  as  an  isolated  thing  without  looking  at  immunizations, 
preventative  care,  well-child  care,  and  all  of  the  things  it  is  going 
to  take  for  us  to  assure  that  we  have  a  group  of  children  that  are 
growing  up  and  are  healthy.  And  it  is  a  good  investment.  You  may 
think  this  program  is  expensive,  it  is  cheap  in  the  long  run,  it  real- 
ly is.  And  every  dollar  you  spend  on  this  program  is  going  to  come 
back  in  multiples  by  having  a  healthy  workforce  15,  20  years  from 
now. 

Mr.  Green.  Mr.  Chairman,  I  know  that  is  something  I  found 
from  our  community  based  clinics.  They  get  those  children  on  those 
immunization  schedules  and  thank  you. 

Mr.  Pallone.  Thank  you. 

Mr.  Sullivan? 

Mr.  Sullivan.  Thank  you,  Mr.  Chairman. 

I  have  got  a  couple  of  questions  I  wrote  down  by  listening.  I 
guess  my  first  one  would  be  to  Ms.  Owcharenko.  You  were  talking 
earlier  about  the  segment,  this  large  segment  of  uninsured  children 
are  from  the  middle  and  upper  class  and  what  do  you  think  the 
best  way,  what  is  the  best  way  to  get  them  insurance?  What  would 
change  their  behavior  or  whatever. 

Ms.  Owcharenko.  Well  it  is  the  largest  growing  portion  of  the 
uninsured.  Meaning  it  is  not  necessarily  the  largest  portion,  it  is 
still  the  largest  portion  our  lower  income  families  but  the  largest 
growing  is  in  the  middle  income.  And  to  those  I  think  that  the  con- 
cepts that  I  have  talked  about  such  as  reforming  the  tax  treatment 
of  health  insurance  to  give  families,  middle  and  upper  income  fami- 
lies who  may  not  have  employer  based  coverage  maybe  they  are 
self-employed  and  they  just  cover  themselves  or  they  just  decide 
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that  they  would  rather  deal  with  that.  And  I  think  that  there  is 
an  importance  of  stressing  to  families  that  coverage  is  important 
to  have.  And  I  think  that  is  something  the  entire  panel  agrees  that 
going  without  healthcare  coverage  is  really  rolling  the  dice  and  so 
providing  incentives  and  tax  incentives  work  very  well  in  a  lot  of 
these  income  groups  to  encourage  them  to  purchase  coverage  for 
themselves,  as  well  as,  for  their  children. 

Mr.  Sullivan.  And  you  also  hear  people  talk  about  these  cata- 
strophic policies  and  I  talked  to  some  people  that  tried  to  get  some 
of  those  and  they  are  pretty  expensive  really.  They  are  not  as 
cheap  as  one  might  think.  Why  do  you  think  that  is? 

Ms.  Owcharenko.  Well  catastrophic,  I  would  like  to  point  that 
catastrophic  policies,  the  high  deductible  options  are  just  one  type 
of  health  insurance  options  that  are  out  there.  They  are  certainly 
seen  as  kind  of  the  extreme  of  coverage  options.  In  some  faces  it 
is  not  as  comprehensive  and  up  front  first  dollar  coverage  as  oth- 
ers. And  what  we  see  and  that  is  a  common  factor  that  we  have 
seen  in  some  individuals  facing  just  as  equally  as  high  of  cost  for 
a  high  deductible  as  they  would  for  a  traditional  PPO,  et  cetera. 

Mr.  Sullivan.  Right. 

Ms.  Owchakenko .  And  that  tends  to  relate  to  State  regulation 
as  was  earlier  discussed.  State  regulation  really  does,  is  an  inter- 
esting piece  that  plays  a  role  in  the  affordability  of  coverage  for  in- 
dividuals. 

Mr.  Sullivan.  Well  also  that  made  me  think  of  something  else 
on  the  mandates.  Now  Congressman  Green  mentioned  some  man- 
dates and  I  agree.  Well  he  mentioned  I  think  it  should  be  man- 
dated but  what  do  you  see  as  mandates  that  should  not  be  in 
place?  Maybe  New  Jersey  for  example,  I  guess  that  is  the  reason 
why  it  is  high  there. 

Ms.  Owcharenko.  Well  mandates  themselves  alone  are  not  the 
biggest  problem. 

Mr.  Sullivan.  What  mandate  would  you  say  you  have  seen  in 
a  policy  at  a  State  that  is  not,  you  do  not  think  should  be  there? 

Ms.  Owcharenko.  Off  the  benefit  mandate,  probably  the  largest 
cost  driver  would  be  the  combination  of  guarantee  issue  and  com- 
munity rating.  Pure  community  rating  which  means  if  you  are  18 
and  you  are  64,  you  pay  the  same  price  for  health  insurance.  That 
really  crowds  out  a  lot  of  the  market  for  younger  and  healthier  in- 
dividuals. So  I  think  the  combination  of  that  guarantee  issue  with 
community  rating  is  probably  the  largest  State  regulation  cost  fac- 
tor for  the  cost  of  health  insurance. 

Mr.  Sullivan.  What  do  you  think  of  mental  health  parity? 

Ms.  Owcharenko.  I  think  some  States  have  added  it.  It  certainly 
is  one  of  the  largest  cost  drivers  in  the  mandate  benefit  analysis 
that  has  been  done.  It  is  larger  than  other  additional  benefits  one 
on  top  of  the  other.  It  is  one  of  the  larger  ones. 

Mr.  Sullivan.  Do  you  think  mental  health  benefit  is  a  very  ex- 
pensive benefit? 

Ms.  Owcharenko.  It  does  add  to  the  cost  of  the  premium  com- 
pared to  other  benefits  that  are  added. 

Mr.  Sullivan.  Because  I  have  actually  seen  studies  where  it 
saved  money  because  
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Ms.  Owcharenko.  Well  yes,  if  you  looked  at  a  more  dynamic  sys- 
tem I  guess  you  could  look  at  all  benefits.  In  the  larger  term  does 
it  help  people  keep  them  from  going  to  the  hospitals,  et  cetera.  So 
in  the  long  

Mr.  Sullivan.  I  am  also  the  coauthor  of  it  so  I  am  supportive 
of  mental  health  parity. 
Ms.  Owcharenko.  Yes. 

Mr.  Sullivan.  Mr.  Peterson  you  might  be  able  to  answer  this  the 
best.  What  is  the  differential  between  insuring  a  child  and  an  adult 
and  can  you  explain  that,  the  costs?  You  were  mentioning  a  little 
bit  of  that  at  the  wellness,  all  that,  the  cost  

Mr.  Peterson.  Well  I  will  just  say  first  that  we  have  done  analy- 
ses of— for  some  of  our  CHIP  projections  and  on  average  adults  are 
60  percent  more  expensive  than  children  so  I  will  just  say  that.  If 
you  would  not  mind,  I  could  comment  on  the  mandated  benefits. 

Mr.  Sullivan.  OK. 

Mr.  Peterson.  Maryland  is  recognized  as  having  the  most  man- 
dated benefits  and  they  themselves  have  estimated  that  that  adds 
15  percent  to  the  premium. 

Mr.  Sullivan.  But  what  benefits  would  that  be?  What  mandated 
benefits  

Mr.  Peterson.  Well  there  is  mental  health  parity.  They  have 
others  as  well  that  

Mr.  Sullivan.  Why  do  you  say  mental  parity?  Why  does  that 
cost  so  much?  If  you  look  at  a  dynamic  effect  of  it. 

Mr.  Peterson.  Well  that  is  true.  And  that  is  actually  one  of  the 
points  that  the  Maryland  Healthcare  Commissioners  made  regard- 
ing their  own  mandated  benefits.  They  said  look,  the  total  cost  of 
these  benefits  including  maternal  care  all  of  that,  if  you  look  at 
that  portion  it  is  15  percent.  But  most  of  these  plans  just  looking 
at  the  issue  in  a  slightly  different  light,  most  of  these  plans  would 
cover  these  benefits  anyway.  So  if  you  actually  look  at  the  addi- 
tional impact  it  is  2  percent.  So  again,  it  is  one  of  these  issues  of 
you  can  take  into  account  different  things  and  come  up  with  dif- 
ferent numbers  in  terms  of  the  real  impact  of  these  mandated  ben- 
efits. 

Mr.  Sullivan.  Do  these  have  drug  and  alcohol  in  them? 

Mr.  Peterson.  That  is  part  of  the  mental  health  parity  often. 

Mr.  Sullivan.  OK,  Doctor? 

Dr.  Berkelhamer.  I  would  want  to  comment  that  in  the  Medic- 
aid Program  were  half  of  the  enrollees  in  the  Medicaid  Program 
nationally  are  children.  They  represent  25  percent  of  the  cost  of  the 
total  program.  They  are  inexpensive.  Even  with  comprehensive 
benefit  plans  like  the  Medicaid  Program,  they  are  very  inexpensive 
to  cover.  I  would  also  point  out  to  you  that  mental  health  is  a 
major  problem  that  needs  to  be  addressed  and  approximately  a 
third  of  all  the  visits  to  a  doctor's  office,  a  pediatrician's  office  is 
related  to  a  problem  relating  to  mental  health. 

Mr.  Sullivan.  That  is  good,  I  agree. 

Well  thank  you  very  much. 

Mr.  Pallone.  Thank  you. 

Ms.  DeGette? 

Ms.  DeGette.  Thank  you,  Mr.  Chairman. 


43 

Ms.  Mingledorff,  I  wanted  to  ask  you,  Ms.  Owcharenko  talked 
about  these  catastrophic  healthcare  policies  that  could  be  low  cost. 
This  was  a  legislative  proposal  in  the  last  Congress  so  people  could 
go  to  other  States  and  buy  these  low  cost  catastrophic  policies  and 
they  would  be  low  cost  because  they  would  not  have  a  lot  of  man- 
datory coverages  and  a  lot  of  other  reasons.  My  question  to  you  is 
once  if  you  took  that  job  and  you  had  lost  your  SCHIP  eligibility 
for  your  kid,  would  one  of  those  type  of  policies  have  helped  you 
with  coverage  for  your  son's  myriad  of  disabilities? 

Ms.  Mingledorff.  I  do  not  necessarily  know  all  that  is  involved 
in  catastrophic  coverage  but  I  can  just  speak  from  everything  that 
we  have  experience  with  him.  It  has  gone  from  the  range  of  just 
basic  visits  and  for  him  a  routine,  our  routine  visits  do  not  just  in- 
clude immunizations,  well-child  visits,  they  include  occupational 
therapy,  speech  therapy,  follows  up  with  neurology  and  

Ms.  DeGette.  Did  you  investigate  how  much  it  would  have  cost 
you  to  purchase  a  health  insurance  policy  that  would  have  covered 
all  of  those  things  for  him? 

Ms.  Mingledorff.  On  a  few  different  occasions  we  did  and  

Ms.  DeGette.  And  what  was  the  range? 

Ms.  Mingledorff.  The  range  privately  I  think  was  between 
$500  and  $700  a  month. 

Ms.  DeGette.  And  what  would  your  income  have  been  if  you 
would  have  taken  that  job? 

Ms.  Mingledorff.  It  was  a  part-time  position  at  the  time  I  think 
it  would  have  been  maybe  $1,500  a  month. 

Ms.  DeGette.  So  at  least  a  third  of  your  income.  Ms.  Molina,  if 
you  had  been  able  to  purchase  a  catastrophic  insurance  policy,  do 
you  have  any  idea  whether  that  would  have  covered  your  kids  well- 
child  visits  or  like  last  week  when  they  had  the  flu  if  they  had  to 
go  to  the  doctor? 

Ms.  Molina.  I  do  not  know. 

Ms.  DeGette.  OK.  Did  you  investigate  purchasing  a  health  in- 
surance policy? 
Ms.  Molina.  Yes. 

Ms.  DeGette.  And  how  much  would  that  have  cost  you? 
Ms.  Molina.  It  would  cost  between  $100  and  $150  per  child  per 
month. 

Ms.  DeGette.  So  that  would  be  roughly  $200  to  $300  a  month. 
Ms.  Molina.  Yes,  $200  to  $300. 

Ms.  DeGette.  If  you  do  not  mind  if  I  ask,  what  was  your  income 
at  that  time  per  month? 

Ms.  Molina.  It  was  slightly  above  the  200  percent. 

Ms.  DeGette.  So  that  still  would  have  been  what  percentage  of 
your  income  then? 

Ms.  Molina.  I  would  say  probably — you  are  making  me  do  math. 

Ms.  DeGette.  It  would  have  been  too  much  for  you  to  afford,  I 
guess. 

Ms.  Molina.  Absolutely. 

Ms.  DeGette.  OK.  Dr.  Lambrew,  I  wanted  to  ask  you  a  couple 
of  questions.  One  of  them  is  that  we  heard  some  testimony  earlier 
about  middle  and  upper  income  families  who  do  not  purchase 
health  insurance  for  their  children.  Is  that  the  largest  reason  why 
children  are  not  insured  in  this  country  is  because  higher  income 
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folks  are  not  purchasing  insurance  for  their  kids  or  is  the  problem 
of  the  lower  middle  class  and  the  working  poor  not  being  able  to 
afford  insurance? 

Ms.  Lambrew.  Nina  did  say  this  in  her  testimony.  It  is  clearly 
a  low  and  middle  income  problem.  Two-thirds  of  the  uninsured 
have  income  below  this  200  percent  of  poverty  threshold  and  it 
really  is  that  concentration.  But  I  do  want  to  go  back  to  this  larger 
point  which  is  the  reason  why  we  have  a  fast  growing  group  among 
middle  and  high  income  people  is  because  we  are  talking  about  this 
program  in  the  context  of  an  eroding  employer  based  coverage  sys- 
tems. 

Ms.  DeGette.  Right. 

Ms.  Lambrew.  The  percentage  of  firms  offering  coverage  has 
dropped  from  69  percent  to  61  percent  last  year.  We  have  unin- 
sured adults  growing  very  rapidly.  So  I  think  that  we  have  to  real- 
ly be  thinking  of  the  big  picture  here  because  at  the  same  time  as 
CHIP  has  stabilized  and  reduced  coverage  for  children  and  Medic- 
aid but  we  also  have  this  kind  of  larger  problem  going  on. 

Ms.  DeGette.  Do  you  have  any  ideas  of  how  we  could  address 
that  larger  problem  as  it  respects  children? 

Ms.  Lambrew.  It  is  actually  quite  hard  to  think  through.  We 
could  certainly  do  what  the  State  of  Illinois  has  discussed  which  is 
try  to  open  up  the  program.  I  guess  CHIP  to  have  higher  income 
families  buy  into  it.  You  could  consider  a  larger  health  reform  pro- 
posal because  as  we  said  earlier  children  come  in  families  and  typi- 
cally their  parents  are  also  uninsured  when  they  are  uninsured. 
The  truth  of  the  matter  is  I  think  we  need  to  be  talking  about  cov- 
ering all  Americans  at  some  point  because  trying  to  solve  the  prob- 
lem through  kind  of  programs  like  SCHIP  presents  a  challenge. 
There  is  a  bigger  problem  going  on  out  there. 

Ms.  DeGette.  Right.  Well  in  fact,  I  just  said  to  Mr.  Green  listen- 
ing to  the  testimony  one  thing  that  Mr.  Chairman  this  committee 
might  think  about  is  the  idea  of  establishing  the  SCHIP  guidelines 
but  then  also  allowing  parents  with  incomes  higher  than  that  level 
to  purchase,  to  buy  into  SCHIP.  It  has  been  so  successful  so  that 
is  something  I  think  we  should  consider  as  we  look  at  reauthoriz- 
ing this. 

Mr.  Pallone.  If  I  could  just  comment.  I  did  not  want  to  use  up 
your  time.  We  are,  we  will  have  additional  hearings.  As  I  said,  we 
are  going  to  have  another  one  most  likely  March  1,  the  second  half 
of  this  SCHIP  hearing.  But  we  also  will  have  other  hearings  on  the 
issue  of  the  uninsured  not  just  for  kids  but  the  larger  population 
as  well  as  the  employer  based  system  and  what  needs  to  be  done 
there. 

I  yield  to  the  gentlewoman  from  California,  Mrs.  Capps. 
Mrs.  Capps.  Thank  you,  Mr.  Chairman. 

And  I  want  to  use  my  short  time  to  focus  on  our  two  star  wit- 
nesses, our  moms.  But  I  first  want  to  say  thank  you  to  Dr. 
Berkelhamer  because  we  could  give  you  the  whole  time,  this  is 
your  subject  and  I  thought  you  were  so  concise  in  your  response  to 
my  colleague,  Mr.  Green  on  talking  about  how  we  get  paid  back  as 
a  society  in  spades  by  healthy  employers  if  we  cover  them  as  kids. 
This  is  just  so  important  that  we  learn  this  lesson  and  also  your 
comments  to  the  minority  ranking  member  on  comprehensive  cov- 
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erage  including  mental  health.  Pediatricians  are  psychiatrists  most 
of  the  time,  I  believe  in  my  practice  as  a  school  nurse.  And  also 
I  wanted  to  refute  or  not  refute  but  add  to  Mr.  Green's  saying  that 
too  many  kids  get  their  primary  care  from  school  nurses.  Having 
been  one,  I  know  that  it  is  an  endangered  species  in  a  lot  of  school 
districts  and  woe  to  those  who  think  they  are  going  to  get  really 
professional  help  in  the  school  health  office  and  I  wish  it  were  not 
so. 

I  did  want  to  before  I  get  to  the  moms,  Dr.  Lambrew,  our  chair- 
man asked  you  about  the  importance  of  covering  adults  and  you 
said  and  there  is  a  growing  amount  of  material  of  having  family 
members  covered  in  order  to  ensure  that  the  kids  get  good  cov- 
erage. And  without  going  on  there  because  I  do  want  to  get  to  the 
moms,  would  you  just  mention  briefly  the  importance  of  waivers 
and  should  we  be  dealing  with  this  and  letting  States  waive  into 
that  kind  of  coverage. 

Ms.  Lambrew.  Sure.  In  Medicaid  already  even  without  SCHIP 
there  was  an  option  to  cover  low  income  parents  and  the  sad  truth 
is  that  right  now  I  think  the  percentage  of  poverty  that  we  cover 
parents  at  nationwide  is  about  63,  65  percent  of  the  poverty  level. 
So  we  have  options  today  that  some  States  have  not  used.  What 
SCHIP  has  gone  and  proven  is  that  if  the  Federal  Government 
comes  in  with  a  higher  matching  rate,  States  will  follow.  And  the 
truth  is  I  think  waivers  help  States  get  access  to  that  higher  en- 
hanced matching  rate  in  SCHIP  but  we  do  not  have  to  have  SCHIP 
waivers  to  basically  change  the  law  and  allow  States  the  kind  of 
financial  incentives  to  cover  parents.  The  truth  is  it  is  just  a  matter 
of  priorities. 

Mrs.  Capps.  OK,  thank  you. 

Now  I  really  am  impressed  that  both  of  you  moms  would  take 
the  time  to  come  here.  It  is  not  easy  because  you  have  day  jobs, 
you  have  big  responsibilities  we  can  see  with  the  little  ones  but 
your  teenagers  are  every  bit  as  challenging  as  the  two  little  ones 
all  of  us  who  have  had  teenagers  in  our  families  know  that.  And 
just  in  the  remaining  time,  and  my  question  was  you  did  not 
choose  the  private  sector,  maybe  you  could  not  but  you  did  not 
have  time  to  examine  all  the  policies  out  there.  Maybe  just  each 
of  you  take  a  minute  and  tell  us  again  what  we  have  not  heard  yet. 
Why  you  think  it  was  so  important  for  you  to  come  and  tell  us 
about  the  importance  of  SCHIP  or  what  the  program  meant  for 
you.  I  will  start  with  you,  Ms  Molina. 

Ms.  Molina.  Well  again,  I  want  to  say  that  when  my  children 
were  on  this  program,  my  son  and  I  actually  before  I  came  out,  we 
sat  on  the  bed  and  we  made  a  list  of  all  the  times  that  I  took  them 
to  the  emergency  room.  Both  of  my  kids  really  sprained  their  an- 
kles, they  both  had  to  be  on  crutches.  My  son  broke  his  arm  by  fall- 
ing off  the  slide  at  school. 

Mrs.  Capps.  Very  common  childhood  things. 

Ms.  Molina.  And  my  daughter  had  a  huge  third  degree  burn  on 
her  leg  and  every  time  that  we  would  go  to  the  hospital  they  got 
excellent  care  being  on  SCHIP. 

Mrs.  Capps.  Yes. 

Ms.  Molina.  And,  yes,  it  is  heartbreaking  for  me  to  know  that 
my  kids  are  not  enrolled  now  but  I  am  here  because  I  think  I  rep- 
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resent  the  tens  of  thousands  of  parents  whose  children  are  either 
not  insured  or  are  insured  with  the  new  SCHIP  and  it  is  just  so 
important  for  me  to  come  and  say  this  program  works.  We  need  to 
reauthorize  it.  We  need  to  fully  fund  it  so  we  know  that  all  the 
children  are  covered  and  we  are  not  going  to  lose  children  as  the 
years  go  by. 

Mrs.  Capps.  That  was  beautiful.  And  Ms.  Mingledorff  to  you  as 
well  if  you  want  to  add  anything? 

Ms.  Mingledorff.  Yes,  absolutely.  For  me  and  my  family  it  has 
been  just  imperative  to  be  able  to  have  Medicaid  and  SCHIP  to 
support  my  family's  health  needs.  As  a  volunteer  and  Ambassador 
Family  for  the  March  of  Dimes,  they  know  well  of  our  situations 
that  we  have  gone  though  in  the  last  4  and  5  years.  And  they  have 
not  been  the  common  ailments  of  a  5-year-old  child.  He  was  admit- 
ted to  the  hospital  when  he  was  9  months  old  after  spending  76 
days  in  the  NICU  after  he  was  born.  After  that  when  he  was  2- 
years-old  he  stopped  eating  and  had  to  be  admitted  to  the  pediatric 
unit  at  our  hospital  for  over  a  month  and  went  home  on  a  feeding 
tube.  After  that  he  had  every  type  of  equipment  that  we  needed  to 
just  support  his  living.  And  probably  seven  different  medications, 
occupational  therapy,  speech  therapy,  every  specialist  under  the 
sun  to  just  follow  him  and  make  sure  he  was  doing  OK.  My  whole 
life  was  consumed  by  his  every  day  need  and  every  day  his  medica- 
tion and  therapies  were  required  to  keep  him  living.  And  the  only 
way  that  we  were  able  to  do  that  and  provide  him  with  the  optimal 
care  was  through  Medicaid  and  SCHIP.  And  if  we  did  not  have 
that,  I  am  positive  that  he  would  not  be  here  today. 

Mrs.  Capps.  Thank  you.  You  have  both,  all  of  you  have  helped 
us  as  we  begin  to  reauthorize. 

Thank  you. 

Mr.  PALLONE.  Thank  you,  Mrs.  Capps. 
Ms.  Schakowsky. 

Ms.  Schakowsky.  Thank  you,  Mr.  Chairman. 

Let  me  just  talk  a  minute  since  it  came  up  about  the  dynamic 
budgeting,  thinking  about  the  kind  of  long-term  savings  that  we 
will  have  that  when  we  talk  about  insuring  our  children  we  should 
be  thinking  not  so  much  about  consuming  but  investing.  And  if 
there  were  only  a  way  to  figure  out  how  we  could  calculate  those 
costs  in  a  much  more  realistic  and  sensible  way  about  how  it  would 
actually  save  money  down  the  road.  I  think  we  might  take  another 
look  at  our  priorities  and  make  some  different  decisions  about  what 
we  do. 

We  have  heard  about  the  issue  of  crowd  out  and  the  perhaps 
causal  relationship  and  perhaps  coincidence  of  the  relationship  of 
public  and  private  health  insurance  coverage.  But  what  I  am  won- 
dering is  if  there  is  any  evidence  base,  I  want  to  ask  Dr.  Lambrew 
over  the  past  10  years  of  SCHIP  and  Medicaid  have  we  found  a 
crowd  out  problem?  For  example,  employer  sponsored  insurance 
coverage  has  it  disappeared  in  New  Jersey  where  up  to  350  percent 
of  poverty  children  are  covered?  What  has  been  the  actual  history? 

Ms.  Lambrew.  Well  the  good  news  is  that  you  all  in  your  wisdom 
funded  an  evaluation  of  SCHIP  that  was  completed  a  couple  of 
years  ago.  And  in  that  evaluation  they  certainly  looked  at  this 
question  because  it  is  a  critical  question  as  you  think  about  public 
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program  expansions.  And  what  they  found  was  that  of  the  recently 
enrolled  children  in  the  program,  43  percent  had  been  previously 
uninsured,  29  percent  had  been  coming  into  the  program  from 
Medicaid,  a  family  who  again  the  mother  went  back  to  work  or  for 
some  other  reason  had  too  much  income  for  Medicaid,  and  about 
28  percent  had  previously  had  private  coverage.  Of  that  28  percent, 
a  quarter  of  those  parents  said  they  could  not  afford  that  coverage, 
it  was  straining  their  family  income  so  this  is  an  important  move 
for  their  economic  security.  So  only  a  small  fraction  of  the  children 
in  the  program  are  coming  from  some  insured  situation  and  as  the 
Federal  evaluators  say  in  their  own  words,  the  program  did  not 
lead  to  widespread  substitution  of  SCHIP  for  employer  coverage, 
even  though  almost  all  families  enrolling  their  children  had  at 
least  one  working  parent.  So  I  think  that  we  have  to  separate  out 
the  larger  context  of  the  eroding  employer  based  system  from  what 
is  actually  happening  with  SCHIP  and  for  low  income  families  they 
are  also  experiencing  the  erosion  in  private  coverage  but  the  eval- 
uators are  not  finding  that  a  significant  percentage  of  those  kids 
coming  into  the  program  are  coming  in  from  private  coverage. 

Ms.  SCHAKOWSKY.  And  you  wanted  to  say  something,  Mr.  Peter- 
son? 

Mr.  Peterson.  You  just  mentioned  New  Jersey  and  I  happen  to 
be  looking  at  their  numbers  when  I  was  sitting  back  there  and  I 
was  thinking  about  that  same  issue  well  what  is  there  rate  of  pub- 
lic coverage  among  children.  And  actually  the  rate  of  public  chil- 
dren, public  coverage  in  New  Jersey  is  the  lowest  in  the  country 
for  children  and  they  have  one  of  the  highest  employer  sponsored 
coverage  in  the  country  so  again  there  are  other  factors  at  play. 
New  Jersey  has  a  very  high  income  as  a  State  so  one  needs  to  con- 
trol for  all  of  that  and  take  all  that  into  consideration  but  just  in 
specific  answer  to  your  question  that  is  what  the  numbers  were. 

Ms.  SCHAKOWSKY.  And  I  wanted  to  ask  Nina  if  I  could  so  I  do 
not  even  try  it.  When  you  talk  about  employer  based  coverage,  I 
wonder  what  that  means  anymore  because  so  many  of  the  costs 
have  actually  shifted  to  the — maybe  the  employer  offers  it  but  the 
employee  has  to  pay  the  bulk  of  that.  And  in  fact,  Dr.  Lambrew  you 
had  in  your  testimony  in  2006  the  average  premium  for  an  em- 
ployer based  family  insurance  policy  $11,480  was  more  than  the 
full-time  full  year  earnings  of  a  minimum  wage  worker.  So  when 
we  talk  about  employer  based  coverages  did  you  take  into  consider- 
ation that  it  is  not  realistic  for  people  who  make  relatively  low  in- 
comes to  actually  purchase  those  employer  based,  employer  offered 
insurance.  Did  you  consider  that  when  you  talked  about  crowd  out 
and  all  those  

Ms.  OWCHARENKO.  Well  the  study  was  not  mine  on  crowd  out.  I 
will  be  happy  to  share  it  with  the  committee.  It  was,  I  was  just 
using  it  as  an  illustration.  But  when  looking  at  employer  based 
coverage,  there  are  a  variety  of  ways  as  I  mentioned  of  leveraging 
those  SCHIP  dollars  to  help  with  the  dependent  coverage  share  of 
the  employer  premiums  and  cost  sharing  requirements.  So  the  con- 
cept is  how  do  we  pull  the  existing  resources  together  and  allow 
the  family  to  decide  whether  they  would  rather  have  their  child  in 
SCHIP  and  they  remain  uninsured  or  they  remain  on  the  employer 
based  policy  or  say  well  I  would  rather  take  my  SCHIP  funds  and 
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enroll  the  child  in  my  family  policy  through  the  place  of  work.  At 
least  then  we  are  giving  the  families  some  greater  choices  and 
flexibility.  We  talk  about  State  flexibility  and  that  is  great  but 
there  needs  to  be  some  I  think  attention  to  also  giving  families 
some  greater  flexibility  in  making  the  choices  of  where  they  get 
their  coverage  and  just  leveraging  the  existing  sources  of  funding 
better  there  to  help  them,  help  those  families  who  find  coverage 
unaffordable. 

Ms.  SCHAKOWSKY.  Let  me  just  ask  another  question.  Dr. 
Lambrew,  you  noted  that  an  estimated  18,000  adults  die  each  year 
because  they  lack  health  insurance.  Is  there  any  estimated  rate  for 
children? 

Ms.  Lambrew.  The  Institute  of  Medicine  who  did  that  review  a 
few  years  ago  just  focused  on  adults.  We  do  not  have  that  for  chil- 
dren. But  I  think  it  is  partly  what  are  friend  the  doctor  here  has 
said  which  it  is  not  necessarily  mortality  is  lifelong  disability  that 
often  is  the  consequence  of  children  not  having  health  insurance. 
It  is  the  sick  child  having  some  sort  of  disability  at  school,  learning 
problem,  growing  into  a  less  productive  adult.  That  is  kind  of  the 
long-term  chronic  problem.  And  especially  in  this  century  where 
chronic  illnesses  are  new,  a  new  problem  in  health  system.  It  is  es- 
pecially important  that  we  get  to  children  early  with  wellness  and 
preventative  care. 

Ms.  SCHAKOWSKY.  Mr.  Chairman,  could  I  ask  one  short  question? 

Mr.  PALLONE.  If  you  do  not  mind,  we  are  going  to  do  a  second 
round  so  we  will  get  back  to  you. 

Mr.  Burgess. 

Mr.  Burgess.  Thank  you,  Mr.  Chairman.  I  apologize  for  having 
been  out  of  the  room  for  so  much  of  the  hearing  and  bear  with  me 
if  I  cover  ground  that  has  been  covered  before  but  I  am  sure  that 
the  country  will  benefit  from  hearing  it  again. 

Mr.  Peterson,  if  I  could  ask  you  is  there  a  difference  in  the  cost 
of  insuring  a  child  versus  insuring  an  adult? 

Mr.  Peterson.  Yes.  As  I  said  just  among  SCHIP,  out  analysis 
was  60  percent,  adults  are  60  percent  more  expensive  than  children 
on  average.  There  is  huge  variation  by  State  as  well  so,  that  is  just 
the  average  overall  but  other  States  might  differ.  But,  the  other 
thing  to  take  into  account  which  we  could  provide  you  with  num- 
bers is  how  that  varies  for  adults  and  children  overall.  As  the  doc- 
tor had  said  children  are  much  less  expensive  to  cover. 

Mr.  Burgess.  What,  if  you  do  not  mind  and  I  do  not  mean  to  ask 
you  to  name  names,  but  can  you  give  us  an  example  of  a  State  that 
is  higher  in  cost  and  a  State  that  is,  what  would  be  an  example 
of  lower  in  cost? 

Mr.  Peterson.  In  terms  of  the  SCHIP? 

Mr.  Burgess.  Yes. 

Mr.  Peterson.  That  has  not  been  broken  down. 

Mr.  Burgess.  But  in  general  for  insurance  coverage  is  does  it 
cost  more  to  insure  someone  who  lives  in  the  Northeast  than  it 
does  in  the  Midwest? 

Mr.  Peterson.  In  SCHIP  or  overall? 

Mr.  Burgess.  Overall. 

Mr.  Peterson.  Yes,  that  is  the  case. 

Mr.  BURGESS.  And  what  is  the  reason  for  that  discrepancy? 
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Mr.  Peterson.  There  is  the  underlying  cost  of  care  and  there  are 
different  patterns  of  utilization  in  terms  of  how  much  care  people 
use.  And  there  was  an  analysis  done  by  the  Agency  for  Healthcare 
Research  and  Quality  that  they  found  lower  holding  insurance  con- 
stant in  all  these  other  things  utilization  was  lower  in  a  State  like 
Texas  than  in  the  New  England  area.  And  so  that  is  controlling  for 
insurance  and  the  different  characteristics  so  fundamentally  there 
are  just  different  uses  of  healthcare  across  the  country.  So  utiliza- 
tion and  price  are  both  of  those  factors  that  then  feed  into  the  pre- 
miums. 

Mr.  Burgess.  Does  that  concept  pose  any  barriers  for  if  someone 
wanted  to  discuss  a  single  payer  national  system,  would  that  in 
itself  be  problematic,  the  different  patterns  of  utilization  across  the 
country? 

Mr.  Peterson.  Well  I  do  not  know  about  that  in  particular  but 
essentially  and  I  had  raised  this  in  my  written  testimony  this  does 
provide  tensions  even  with  SCHIP  and  Medicaid  in  terms  of  the 
different  ways  that  States  are  doing  things  with  private  health  in- 
surance as  well. 

Mr.  Burgess.  And  would  those  tensions  be  magnified  if  there 
were  say  a  payroll  tax  that  provided  coverage  for  a  single  payer 
system  throughout  the  country?  Would  my  constituents  in  Texas  be 
covering  Mr.  Pallone's  constituents  up  in  New  Jersey? 

Mr.  Peterson.  Yes,  I  do  not  know. 

Mr.  Burgess.  I  do  not  know  either.  I  have  a  suspicion.  What 
about  we  always  hear  about  mandates?  We  had  a  hearing  in  this 
committee  last  year  or  2  years  ago  that  went  on  into  the  wee  hours 
of  the  morning  discussing  mandates.  What,  to  what  extent  do  man- 
dates play  a  role  in  the  cost  of  insurance? 

Mr.  Peterson.  I  think  Nina  had  mentioned  before  that  mandates 
are  a  relatively  small  portion  of  some  of  the  State  level  variation 
and  a  lot  of  it  may  be  more  attributable  to  other  practices  such  as 
rating  requirements  whereas  New  Jersey  has  people  of  all  ages  pay 
the  same  rate  and  those  are  in  response  to  different  priorities.  It 
could  be  the  case  that  in  New  Jersey  their  focus  is  on  people  who 
are  regular  users  of  healthcare  and  so  the  priority  is  to  try  to  make 
sure  that  they  can  get  access  to  health  insurance  but  that  nec- 
essarily means  that  premiums  are  going  to  be  higher  in  a  case  like 
that.  And  so  these  are  State  level  decisions  that  have  been  made 
depending  on  the  priorities. 

Mr.  BURGESS.  Anyone  feel  free  to  offer  an  opinion  on  this.  I  think 
the  statement  was  made  when  Ms.  Schakowsky  was  asking  the 
question  about  the  average  cost  of  insurance  premiums  would  be 
over  $11,000  a  year.  When  you  look  at  products  that  are  available 
on  the  Internet  such  as  HSA  products,  high  deductible  products, 
the  last  time  I  looked  which  albeit  has  been  a  couple  of  weeks  ago 
but  I  think  the  price  is  probably  still  fairly  in  the  ballpark  of  being 
current  for  a  male  25  years  of  age,  State  of  Texas,  non-smoker  a 
$2,000  deductible,  PPO  policy  with  Blue  Cross,  Blue  Shield  would 
be  between  the  ranges  of  $55  to  $66  a  month,  significantly  less 
than  an  $11,000  a  year  outlay.  What  is  the  reason  there?  Is  it  all 
the  high  deductible  or  are  there  other  factors  that  come  into  play? 
Does  the  competition  from  being  up  on  the  Internet  does  that  help 
drive  the  price  down? 


Mr.  Peterson.  Well  the  $11,000  number  was  for  family  coverage. 
You  are  referring  to  single  coverage  so  that  is  apples  and  oranges  1 
there. 

Mr.  Burgess.  Give  me  a  figure  if  anyone  has  it  of  what  is  a  sin- 
gle coverage  for  that  same  male  25,  non-smoker? 

Mr.  Peterson.  That  is  what  I  would  say  is  $4,000. 

Ms.  Lambrew.  If  I  could  just  jump  in  for  a  second.  I  think  that 
we  have  to  have,  we  need  to  think  about  three  different  types  of  j 
insurance,  group  employer  insurance  in  which  case  this  whole  issue  ! 
of  community  rating  and  guarantee  issue  is  not  there  because 
every  worker  has  access  to  the  same  plan  for  the  same  premium  ) 
and  basically  those  plans  are  fairly  generous  and  the  benefit  man-  i 
dates  normally  apply  to  most  self  insured  firms.  There  are  small 
businesses  that  are  competing  in  the  small  group  market  in  which 
case  some  of  these  rules  do  play  out.  And  then  there  is  the  non- 
group  individual  market  which  is  probably  what  you  were  looking 
at.  And  I  think  that  what  we  know  is  in  the  vast  majority  of  the 
States  there  is  underwriting  in  that  market.  So  that  rate  is  prob- 
ably good  if  you  have  a  medical  screen  and  a  good  health  history. 
It  probably  is  not  good  if  you  have  any  sort  of  family  history  or 
health  issue.  And  so  I  think  that  we  have  to  make  sure  that  we 
are  comparing  apples  to  apples  so  that  same  person  might  be  pay-  I 
ing  a  higher  premium  in  an  employer  base  coverage  but  they  are  f 
also  getting  different  benefits.  They  are  just  different  systems. 

Mr.  Peterson.  And  the  other  thing  regarding  catastrophic  cov-  ] 
erage  and  the  gentleman  from  Oklahoma  who  is  here  was  noting  j 
that  he  found  that  catastrophic  coverage  was  not  as  inexpensive  as 
he  expected  it  would  be.  And  the  reason  for  that  generally  that  has  \ 
been  found  among  analysts  is  that  most  of  the  healthcare  costs  ! 
that  are  in  the  premium  are  for  catastrophic  coverage  naturally 
and  it  is  for  ladies  like  her  that  drive  up  the  overall  premium.  Now  ' 
when  you  have  people  in  a  group  and  you  have  that  spread  out  ' 
that  is  fine.  The  issue  is  when  you  start  doing  in  the  non-group 
market  and  if  one  then  targets  where  a  premium  reflects  ones  own  1 
health  those  become  different.  And  so  all  of  this  begins  to  break  i 
down  and  it  is  tough  issues  different  States  do  it  differently  and  ' 
it  is  just  really  hard.  But  those  are  some  of  the  issues  at  play. 

Mr.  Pallone.  We  better  

Mr.  BURGESS.  Yes,  Mr.  Chairman,  you  have  been  indulging. 

Mr.  Pallone.  I  was  going  to  let  you  go  on  if  you  wanted  to  talk  1 

about  that  single  payroll  tax  proposal  but  

Mr.  Burgess.  I  am  merely  giving  you  an  opening. 

Mr.  Pallone.  Oh,  I  see,  OK.  Dr.  Berkelhamer  if  you  would  like  \ 

to   t; 

Dr.  Berkelhamer.  I  just  have  to  respond  to  the  line  of  question-  ! 

ing  by  saying  there  is  I  think  a  futility  in  going  down  the  path  of  ! 

a  catastrophic  insurance  program  for  children  and  that  the  thing  f 

that  I  have  seen  in  my  career  and  every  pediatrician  has  seen  in  j1 
their  career  is  delay  in  treatment  resulting  in  catastrophic  lifelong 

disability  to  a  child.  A  child  who  has  simple  diarrhea  that  can  be  I 
managed  in  the  doctor's  office  that  waits  too  many  days  and  comes 

to  the  emergency  room  profoundly  dehydrated  has  brain  damage,  j 

never  recovers  again.  The  child  whose  had  an  earache  whose  moth-  f 

er  has  waited  to  take  him  to  have  the  ears  examined  to  get  anti-  H 
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biotics  who  shows  up  with  meningitis  on  the  fifth  or  the  sixth  day 
of  illness  because  she  has  been  fretting  about  spending  the  $100  for 
the  doctor's  office  visit. 

I  think  that  when  you  look  at  this  program,  you  have  got  to  look 
at  what  is  the  benefit  package  that  is  going  to  promote  good  child 
health.  And  a  catastrophic  only  approach  in  SCHIP  or  for  children 
is  just  not  right.  It  is  not  going  to  get  us  where  we  need  to  go  in 
terms  of  assuring  that  kids  get  the  services  they  need. 

Mr.  Burgess.  If  I  may,  Mr.  Chairman? 

I  think  we  have  an  obligation  on  this  subcommittee  to  ask  these 
questions.  And  certainly  in  countries  that  have  done,  had  a  move- 
ment more  toward  the  medical  savings  account,  catastrophic  cov- 
erage like  South  Africa,  the  experience  has  been  just  the  opposite 
of  what  you  would  suggest  that  there  has  not  been  that  delay  in 
coverage  so  we  are  charged  with  yes,  trying  to  extend  a  very  valu- 
able healthcare  system  to  children  but  we  are  also  required  to  be 
good  stewards  of  the  taxpayer  dollar  and  it  simply  in  that  spirit 
that  the  line  of  questioning  occurred. 

Mr.  PALLONE.  Thank  you,  thank  you  both. 

Mr.  Engel. 

Mr.  Engel.  Thank  you,  Mr.  Chairman. 

Before  I  ask  my  questions,  I  want  to  just  say  to  Dr.  Lambrew 
that  in  my  opening  statement  I  mentioned  asthma  and  talked 
about  my  area,  my  district  in  Bronx,  NY  has  one  of  the  highest 
prevalent  rates  of  pediatric  asthma  nationwide  and  I  just  want  to 
say  that  I  was  very  pleased  in  you  testimony  that  you  focused  on 
the  importance  of  comprehensive  care  to  children  with  chronic  ill- 
nesses. So  I  want  to  just  say  that  if  I  had  more  time  I  would  ask 
you  a  specific  question  on  it. 

And  I  want  to  thank  Ms.  Molina  for  illustrating  how  frightening 
the  lack  of  healthcare  coverage  can  be.  Parents  obviously  want  to 
care  for  their  children  as  best  as  possible  and  should  not  have  to 
worry  that  a  small  raise  might  make  their  kids  ineligible  for  cov- 
erage or  that  if  their  kids  are  unlucky  enough  to  get  sick  their  fam- 
ily's scarce  finances  may  be  turned  upside  down.  Ironically,  we  find 
that  with  children's  healthcare  and  we  find  that  with  senior  citi- 
zens as  well  when  they  qualify  for  a  program  they  get  a  very  small 
cost  of  living  increase  following  January  and  that  cost  of  living  in- 
crease knocks  them  out  a  program  and  they  wind  up  paying  much 
more  than  their  little  increase  was  so  I  want  to  thank  you  for 
pointing  that  out. 

But  Dr.  Lambrew,  I  want  to  ask  you,  could  you  please  comment 
on  the  earlier  discussion  on  premium  assistance.  Would  this  be 
helpful  for  children  on  Medicaid  and  SCHIP? 

Ms.  Lambrew.  Sure.  I  am  actually  glad  to  have  an  opportunity 
to  answer  this  because  we  actually  do  have  this  option  in  SCHIP 
today.  It  was  built  into  the  program  a  decade  ago  because  I  think 
there  was  a  lot  of  reflection  on  we  want  to  make  sure  that  this  is 
an  option  for  families  as  Nina  mentioned  earlier.  And  if  it  is  cost 
effective  for  a  State  to  purchase  the  premium  and  wrap  around  the 
coverage  in  an  employer  based  plan  States  can  do  so.  We  have  had 
a  few  very  small  number  of  States  that  have  called  this  a  success, 
Rhode  Island  for  example  because  this  is  a  fairly  small  State  has 
been  able  to  develop  relationships  with  firms  to  make  this  happen. 
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But  it  is  the  exception  rather  than  the  rule.  The  States  that  have 
tried  to  do  this  have  found  it  very  challenging  to  coordinate  with 
employers  whose  workers  are  coming  in  and  out  of  the  workforce 
by  definition  because  this  is  a  low,  more  a  transient  workforce  at 
this  income  bracket  trying  to  coordinate  the  benefits  when  those 
benefits  change  every  year  has  been  quite  of  a  challenge.  So  some 
States  like  say  Maine  have  actually  tried  to  say  can  we  figure  out 
how  to  have  those  small  business  buy  into  a  group  product  in  the 
same  way  that  the  Medicaid  people  buy  into  Medicaid  managed 
care.  So  rather  than  trying  to  coordinate  with  hundreds  of  different 
plans,  try  to  figure  out  some  pulling  mechanism  to  allow  the  small 
business  to  buy  in  and  the  State  to  supplement. 
Mr.  Engel.  Thank  you. 

Let  me  ask  you  another  question.  I  believe  that  tax  credits  will 
not  be  very  useful  in  reaching  the  uninsured  children  because  most 
of  these  children  are  in  families  of  very  modest  means.  So  let  me 
ask  you  this.  Medicaid  and  SCHIP  have  done  a  great  job  in  reach- 
ing uninsured  children.  The  statistics  I  have  is  more  than  one  in 
every  four  children  in  the  U.S.  is  covered  through  one  of  these  pro- 
grams. But  some  organizations  have  put  forward  tax  credit  pro- 
posal as  a  way  to  reach  uninsured  children  rather  than  I  believe 
on  building  up  programs  that  we  already  know  work.  So  I  want  to 
hear  your  opinion  about  that.  Do  you  think  such  proposals  are  an 
effective  way  to  reach  this  population?  I  happen  to  think  not  but 
I  would  like  to  hear  what  you  have  to  say. 

Ms.  LAMBREW.  I  like  to  say  my  colleagues  agree  with  me.  I  think 
most  experts  would  agree  that  for  a  poor  population,  for  a  very  low 
income  families  tax  credits  are  not  an  effective  way  to  get  people 
covered.  These  are  people  who  have  little  to  no  tax  liability.  They 
cannot  put  up  the  premium  and  wait  for  a  tax  refund  the  next 
year.  We  have  some  experience  now  with  advanceable  tax  credits 
but  it  does  not  work  very  smoothly.  So  I  think  for  the  low  income 
people  who  are  the  majority  of  our  uninsured,  a  tax  credit  approach 
will  likely  not  be  as  effective  as  a  Medicaid  or  an  SCHIP  expansion. 

Mr.  Engel.  Thank  you. 

Following  that,  the  President  in  his  State  of  the  Union  suggested 
a  radical  proposal  which  is  eliminating  the  current  tax  deduction 
for  employer  sponsored  health  coverage  and  replacing  it  with  a 
standard  deduction  for  all  families.  Now  obviously  this  is  a  bold 
proposal  but  my  concern  is  that  its  net  effect  will  be  to  cause  fami- 
lies who  today  have  decent  coverage  through  their  employers  to 
lose  that  coverage  and  potentially  not  be  able  to  replace  it  with  cov- 
erage in  the  individual  insurance  market  which  we  have  problem 
with.  It  is  obviously  a  terribly  flawed  market.  I  would  like  you  to 
comment  on  that,  too,  Dr.  Lambrew. 

Ms.  Lambrew.  Sure.  I  will  do  this  briefly.  For  the  first  reason 
that  I  just  said,  low  income  people  are  uninsured,  have  little  tax 
liability.  They  are  not  going  to  benefit  that  much  from  this  pro- 
posal. Even  the  administration  has  admitted  that.  Second,  the  idea 
of  moving  people  to  a  non-group  market  without  the  types  of  regu- 
lation that  ensure  that  they  have  access  to  an  affordable  product 
means  that  there  may  be  some  or  older  workers  or  sicker  people 
who  do  not  have  the  option  even  though  they  may  have  that  tax 
voucher.  And  third,  I  think  there  is  this  whole  question  mark  about 
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what  happens  to  the  employer  based  system.  It  is  eroding  now. 
Will  this  accelerate  the  reduction  in  employer  coverage?  I  think  a 
fair  amount  of  experts  will  say  yes,  that  there  is  no  longer  a  tax 
break  associated  with  the  employer  contributing  to  coverage,  why 
would  employers  do  it?  In  which  case,  we  are  taking  apart  the 
main  source  of  health  insurance  for  most  Americans  today.  And 
then  there  are  economists  like  John  Gruber  of  MIT  who  thinks  that 
this  actually  could  cause  an  increase  in  the  number  of  uninsured 
Americans  rather  than  a  decrease  which  is  what  the  administra- 
tion projects. 

Mr.  Engel.  Well  thank  you  very  much,  Mr.  Chairman. 

Mr.  PALLONE.  Thank  you,  Mr.  Engel. 

And  Mr.  Waxman  is  next. 

Mr.  Waxman.  Thank  you,  Mr.  Chairman. 

Dr.  Berkelhamer,  I  was  interested  in  your  views  about  the  im- 
pact of  Medicaid  on  low  income  children  because  of  the  EPSDT  Pro- 
gram. If  these  children  receive  all  medically  necessary  services  as 
prescribed  by  their  doctor,  the  EPSDT  is  very  important  to  be  able 
to  identify  what  their  needs  may  be  whether  it  is  birth  defects, 
chronic  illness,  well-child  care.  Could  you  talk  about  what  EPSTD 
guarantees  for  low  income  children? 

Dr.  Berkelhamer.  Early  Periodic  Screening  Diagnosis  and 
Treatment.  The  T  is  extraordinarily  important.  It  does  not  do  any 
good  to  recognize  something  unless  you  are  going  to  do  something 
about  it.  Congressman,  thank  you  for  asking  that  question.  One  of 
the  big  concerns  in  the  Deficit  Reduction  Act  was  the  language  that 
said  that  EPSTD  would  be  wrapped  around  in  the  Medicaid  Pro- 
gram and  now  we  have  created  great  confusion.  That  is  a  bedrock 
component  that  every  child  needs.  Every  child  needs  to  be  looked 
at  periodically,  the  diagnosed  diseases  early,  and  to  do  what  we  can 
about  them  before  they  become  more  problems.  I  would  remind  all 
of  you  that  the  EPSTD  Program  was  created  in  the  late  1960's,  I 
think  it  was  1967.  Karen  is  that  right,  1967.  Did  you  invent  it?  No, 
OK.  That  it  was  created  in  1967  and  it  was  after  the  bad  experi- 
ences we  were  having  during  the  Vietnam  Era  where  so  many 
young  men  could  not  pass  their  physical  and  they  had  chronic  life- 
long disabilities  that  would  have  been  identified  and  corrected  if 
there  was  a  program  like  EPSDT.  And  that  was  the  major  break- 
through idea  that  came  up  with  this  whole  concept  for  EPSDT.  And 
I  would  say  that  quite  frankly  ever  child  deserves  EPSDT  whether 
it  be  in  the  private  sector  or  in  the  public  sector  that  this  is  when 
I  keep  talking  about  the  benefit  package  designed  for  children, 
EPSDT  is  at  the  core  of  that  benefit  package. 

Mr.  Waxman.  And  what  would  we  expect  in  that  regard  in  the 
private  insurance  plans? 

Dr.  Berkelhamer.  I  think  that  there  needs  to  be  just  like  I 
heard  Congressman  Green  talk  about  mandating  newborn  cov- 
erage, I  think  that  we  should  not  allow  children  to  be  in  a  situation 
where  the  parents  have  an  economic  disincentive  to  find  out  what 
is  wrong  with  their  kid  early  and  that  they  make  the  corrected 
measures  that  are  necessary  to  care  for  them.  Children  need  com- 
prehensive care. 

Mr.  Waxman.  SCHIP  does  not  have  that  requirement.  Would  you 
think  that  we  ought  to  be  requiring  it  under  the  
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Dr.  Berkelhamer.  Well  certainly  those  SCHIP  Programs  that 
are  leaning  on  the  Medicaid  Program  and  there  should  not  be  any 
problem  moving  from  Medicaid  to  SCHIP  as  you  move  up  the  eco- 
nomic ladder  and  you  should  not  lose  EPSDT  as  you  move  up  in 
those  programs.  I  would  also  say  I  think  it  would  be  very  reason- 
able quite  frankly  from  my  perspective  if  you  would  require  of  all 
insurance  programs  for  children  that  they  have  EPSDT  benefits. 

Mr.  Waxman.  But  we  are  dealing  now  with  the  SCHIP  and 
would  you  recommend  Congress  consider  adding  EPSDT  to  SCHIP 
for  children  to  ensure  that  all  their  benefits  packages  are  appro- 
priately  

Dr.  Berkelhamer.  I  think  that  would  be  a  very  good  idea,  thank 
you  for  asking  me  that. 

Mr.  Waxman.  One  of  the  aspects  of  the  welfare  reform  legislation 
passed  in  the  1990's  was  to  delay  Medicaid  coverage  for  legal  immi- 
grant children.  I  think  few  people  realized  we  have  got  policies  in 
place  that  keep  them  from  coverage  for  5  years.  Frequently  because 
of  burdensome  requirements  it  is  extended  even  longer.  There  is  no 
logic  for  delaying  health  benefits  to  legal  immigrant  kids  for  5 
years  except  to  punish  them  for  their  immigrant  status.  I  wonder 
if  some  of  the  panelists  might  like  to  comment,  Dr.  Berkelhamer, 
would  you  comment  on  the  effect  on  a  child's  health  of  banning  cov- 
erage? Does  this  many  any  sense? 

Dr.  Berkelhamer.  It  just  seems  Draconian  to  me  to  do  that  to 
a  child.  And  I  cannot  understand  why  if  a  child  is  not  physically 
within  our  borders  that  we  do  not  recognize  the  value  in  giving 
that  child  medical  care.  And  we  have  to  wait  5  years  and  they  have 
a  disability  that  could  have  been  treated  earlier  and  could  have 
mitigated  some  of  the  lifelong  problems,  I  am  absolutely  certain  we 
are  saving  money  by  doing  the  right  thing  from  the  get  go.  And  I 
just  think  that  we  are  much  too  hung  up  on  holding  children  re- 
sponsible for  whatever  the  problems  are  that  their  parents  have. 
We  have  to  recognize  that  these  children  are  all  of  our  responsibil- 
ity and  we  have  to  do  the  right  thing  for  them. 

Mr.  Waxman.  Dr.  Lambrew,  do  you  have  any  comment  on  that? 

Ms.  Lambrew.  I  would  just  add  two  things  from  a  cold  heartless 
researcher's  perspective  which  is  you  know  there  is  a  public  health 
argument  to  be  made  here  which  is  to  the  extent  that  we  have  chil- 
dren lacking  immunizations,  lacking  health,  basic  health  care  and 
a  society  where  we  are  more  worried  about  Avian  flu  and  other  in- 
fectious diseases.  It  is  a  public  health  threat.  We  have  evidence 
that  areas  we  have  high  undocumented  people  have  problems  with 
public  health  and  lack  of  healthcare.  And  it  is  an  economic  issue. 
These  children  may  get  care  in  the  emergency  rooms  but  we  are 
paying  more  for  them  there  and  they  are  sicker  as  we  talked  about 
earlier  and  creating  a  bigger  burden  on  society. 

Mr.  Waxman.  OK,  thank  you. 

Thank  you,  Mr.  Chairman. 

Mr.  Pallone.  Thank  you.  I  just  wanted  to  thank  all  of  you  for 
being  here  today.  I  thought  this  was  very  worthwhile  and  answer- 
ing our  questions  really  in  a  very  concise  and  effective  way. 

As  I  mentioned,  we  are  going  to  have  the  second  panel  which  was 
supposed  to  be  tomorrow  but  for  the  unfortunate  death  of  Con- 
gressman Norwood  and  we  will  most  likely  have  that  second  panel 
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on  March  1.  I  would  also  remind  the  members  that  you  may  submit 
additional  questions  for  the  record  to  be  answered  by  the  relevant 
witnesses  so  you  may  get  some  written  questions.  And  the  ques- 
tions should  be  submitted  to  the  committee  clerk  within  the  next 
10  days  and  then  the  clerk  will  notify  Members'  offices  about  the 
procedures.  And  without  objection,  the  meeting  of  the  subcommit- 
tee is  adjourned. 
Thank  you  all. 

[Whereupon,  at  5:00  p.m.,  the  subcommittee  was  adjourned.] 
[Material  submitted  for  inclusion  in  the  record  follows:] 

Testimony  of  Susan  Molina 

Good  afternoon.  My  name  is  Susan  Molina  and  I  am  a  working  mother  whose  two 
children  understand  exactly  how  important  reliable  health  coverage  is. 

I  am  also  committed  to  improving  my  community  and  serve  as  the  Board  Chair 
for  Metro  Organization  for  People  in  Denver,  Colorado.  MOP  is  a  grassroots,  faith- 
driven  organization  that  works  to  empower  people  around  real  issues  that  affect  our 
families  and  communities.  MOP  is  part  of  the  PICO  National  Network,  which  spans 
1,000  religious  congregations  in  150  cities  in  17  states. 

I  am  here  as  a  mother  to  speak  on  behalf  of  my  two  children  Bernadette  (age  14) 
and  Joseph  (age  10).  I  am  also  speaking  for  the  tens  of  thousands  of  parents  in  the 
PICO  network  who  lack  coverage  for  their  children. 

Almost  all  uninsured  children  (83  percent)  live  in  families  where  at  least  one  par- 
ent works.  I  am  a  single  mom  who  works.  I  am  uninsured.  In  September  my  chil- 
dren lost  their  SCHIP  coverage  because  my  new  job  paid  slightly  more  than  200  per- 
cent of  poverty  and  that  made  my  children  ineligible. 

It  is  an  honor  to  be  here  and  not  something  I  would  have  ever  expected.  I  was 
married  at  the  age  of  17  and  I  had  two  children.  My  husband  was  a  very  abusive 
man  who  walked  out  on  us  when  my  oldest  was  five.  I  worked  very  hard  so  that 
I  would  not  become  a  burden  to  my  parents.  Sometimes  I  worked  two  jobs. 

When  I  became  involved  with  the  MOP  organization,  my  life  began  to  change.  I 
began  to  see  that  it's  OK  to  realize  where  you  are  and  what  you've  been  through 
as  long  as  you  want  to  change  where  you're  going.  MOP  and  PICO  helped  me  to 
earn  my  GED  and  I  even  took  an  accounting  class  at  the  university.  Now  I  help 
mentor  others  who  are  in  similar  situations  I  was  in. 

I  say  all  that  to  say  this:  as  a  single  mother  who  has  worked  to  be  where  I  am 
now  it's  hard  to  know  that  my  kids  don't  have  health  care.  Somehow  we  are  pun- 
ished for  bettering  our  lives. 

When  my  daughter  was  4  she  needed  a  lot  of  dental  work.  I  was  working  two 
part-time  jobs  that  paid  $8-9  an  hour  and  none  of  us  had  health  coverage.  I  remem- 
ber going  to  the  welfare  department  and  asking  to  enroll  in  Medicaid.  I  told  them 
I  did  not  need  welfare  or  food  stamps  or  anything  else,  just  help  with  the  dental 
work  that  my  daughter  needed.  After  I  did  the  paper  work  the  caseworker  told  me 
I  didn't  qualify  unless  I  quit  one  of  my  jobs  or  had  another  baby. 

When  SCHIP  became  available,  I  was  able  to  enroll  my  children  in  the  Colorado 
Child  Health  Plus  Plan  and  get  my  children  health  coverage.  And  like  most  kids, 
they  needed  it.  While  they  were  on  SCHIP  both  my  children  sprained  their  ankles, 
my  son  broke  his  arm  and  my  daughter  had  a  bad  burn.  Both  received  good  care 
that  kept  them  from  any  permanent  harm  and  allowed  them  to  go  back  to  school 
and  allowed  me  to  go  back  to  work. 

I  was  not  worried  about  how  much  these  accidents  were  going  to  put  us  in  debt. 
I  just  knew  they  were  going  to  get  the  care  they  needed. 

All  that  changed  when  we  lost  our  coverage  in  September,  because  my  new  job 
paid  slightly  above  the  200  percent  cut  off  to  qualify  for  SCHIP  in  Colorado. 

We  talk  about  9  million  uninsured  children.  Behind  these  numbers  are  real  chil- 
dren who  go  to  school,  have  accidents  and  get  sick.  And  real  parents  like  me,  who 
work  hard  to  meet  their  families'  needs. 

When  insurance  prices  are  outrageously  high,  as  a  parent  I  have  to  decide  wheth- 
er to  put  food  on  the  table  or  buy  health  insurance.  I  cannot  afford  to  pay  the  hun- 
dreds of  dollars  each  month  that  it  would  cost  me  to  buy  health  insurance  for  my 
children. 

I  worry  that  when  my  children,  God  forbid,  have  an  accident  or  get  sick  I  will 
not  have  the  means  to  pay  for  the  medical  attention  they  need. 
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I  too  am  in  danger  of  having  a  very  serious  eye  disease.  Four  years  ago  when  I 
was  being  tested  for  Glaucoma  I  was  told  that  I  had  to  be  tested  every  year  to  track 
the  condition.  I  have  not  been  tested  for  the  last  3  years,  since  I  lost  my  health  cov- 
erage. It  scares  me  to  think  that  I  could  eventually  have  serious  problems  as  a  re- 
sult of  not  being  treated. 

Thank  God  that  neither  of  my  children  has  had  a  major  injury  since  September. 
But  they  have  been  sick,  and  not  having  insurance  changes  the  care  you  can  give 
them. 

Both  of  my  kids  were  home  sick  last  week  for  a  number  of  days.  The  first  night 
I  felt  very  sad  that  I  couldn't  just  take  my  son  to  the  doctor  because  we  don't  have 
health  insurance  anymore.  He  was  running  a  fever,  and  as  I  drove  to  the  store  to 
buy  him  some  medicine,  I  began  to  cry.  I  felt  like  a  failure.  My  kids  needed  some- 
thing I  couldn't  provide.  As  a  parent  you  work  to  make  sure  they  have  what  they 
need.  I  went  into  the  store  and  picked  up  the  generic  brand  of  chest  rub  and  some 
Motrin  for  the  fever.  As  I  got  back  into  the  car  I  felt  the  need  to  tell  someone  that 
of  course  I  would  take  my  children  to  the  doctor  if  I  felt  it  was  an  emergency.  I 
wouldn't  care  if  I  had  to  pay  hundreds  of  dollars  later. 

I  called  my  friend  and  told  her.  She  just  heard  me  cry  for  a  while,  and  she  said 
that  it  was  important  that  I  tell  this  in  my  story  so  that  you  would  know  that  par- 
ents go  through  this  helpless  feeling  everyday.  She  was  right,  and  I  hope  you  do. 

Through  MOP  and  PICO  I've  learned  that  my  experience  is  not  unusual.  In  MOP 
and  throughout  the  PICO  network  we  have  surveyed  thousands  of  people  in  our 
churches  and  schools  around  healthcare.  We  have  heard  many  sad  stories  like  mine. 
We  have  also  learned  that  this  is  hard  for  people  to  talk  about  because  it's  so  pri- 
vate. 

My  state,  Colorado,  has  a  long  way  to  go  in  covering  all  children,  but  it  cannot 
get  there  without  help  from  Congress. 

•  In  Colorado  there  are  176,000  uninsured  children. 

•  Our  state  has  one  of  the  highest  uninsured  rates  in  the  country:  29  percent  of 
low-income  children  are  uninsured. 

But  things  are  changing. 

•  For  the  first  time  in  2005  Colorado  spent  its  full  allocation  of  SCHIP  funds. 

•  Now  MOP  and  PICO  Colorado  are  working  with  health  care  organizations  to 
change  state  policy  to  enroll  eligible  children  and  expand  coverage. 

•  I'm  happy  to  say  that  legislation  is  about  to  be  introduced  to  expand  coverage. 
But  Colorado  cannot  move  forward  to  help  working  families  like  mine  without 

more  Federal  funding  for  children's  health. 

That's  why  Metro  Organizations  for  People  in  Denver,  PICO  Colorado  and  the 
PICO  National  Network,  are  working  with  child  health  organizations  to  see  that 
Congress  fully  funds  the  SCHIP  program. 

PICO  is  advocating  a  Road  Map  to  Covering  all  Children  by  2012.  This  Road  Map 
has  five  steps  to  cover  all  children: 

(1)  Fill  the  existing  SCHIP  shortfalls  facing  states,  so  that  no  one  risks  losing  cov- 
erage 

(2)  Fund  proven  outreach  programs  and  provide  states  with  the  financial  incen- 
tives to  cover  all  eligible  but  uninsured  children 

(3)  Provide  financial  support  and  incentives  for  states  to  expand  eligibility 

(4)  Allow  states  the  option  to  cover  legal  immigrant  children  and  pregnant  women 

(5)  Provide  the  approximately  $60  billion  in  SCHIP  and  Medicaid  financing  to 
support  the  cost  of  covering  newly  enrolled  children 

[Attached  to  my  testimony  is  a  letter  from  more  than  200  prominent  clergy  sup- 
porting the  PICO  Road  Map.] 

This  road  map  is  realistic,  responsible,  and  for  millions  of  children  in  working 
American  families  like  mine,  it  is  the  highest  possible  priority. 

Working  parents  need  to  know  that  if  our  jobs  don't  offer  affordable  family  cov- 
erage we  have  another  option  for  our  children. 

PICO  is  working  closely  with  many  other  state  and  national  organization  to  win 
health  coverage  for  all  children.  This  week  we  joined  55  other  national  organizations 
in  adopting  a  consensus  plan  for  SCHIP  reauthorization. 

I  want  to  thank  my  own  representative,  Congresswoman  Diana  DeGette  for  her 
leadership  on  children's  health  in  Colorado  and  nationally. 

On  March  7  I  will  be  back  on  Capitol  Hill  with  400  other  parents  and  clergy  for 
PICO's  Faith  and  Families  Summit  on  Children's  Health. 

We  invite  all  members  of  the  House  Energy  and  Commerce  Committee  to  join  us 
for  a  Summit  kick-off  event  from  8-9:00am  and  a  1:00pm  Rally.  As  part  of  PICO 
thousands  of  parents  like  me  are  finding  our  voices. 

Chairman  Pallone,  Congressman  Deal,  I  know  you  are  both  parents — and  many 
other  members  of  this  subcommittee  are  too. 


57 


I  don't  need  to  tell  you  about  how  hard  we  parents  will  fight  for  what  our  children 
need.  And  my  faith  tells  me  I  have  a  responsibility  to  join  with  other  parents  to 
make  sure  that  all  children  have  the  blessing  of  good  health. 

Thank  you  for  the  opportunity  to  tell  you  one  parent's  story,  on  behalf  of  millions 
of  parents  throughout  our  country. 

PICO  National  Network 

All  children  deserve  the  blessing  of  good  health. 

This  year  Congress  is  reauthorizing  the  successful  State  Children's  Health  Insur- 
ance Program  (SCHIP)  which  provides  affordable  coverage  to  six  million  children. 
Despite  progress  in  expanding  health  coverage  there  are  still  9  million  uninsured 
children  in  the  United  States.  This  is  the  right  moment  for  Congress  to  expand  fi- 
nancing for  children's  health,  so  that  no  child  goes  without  treatment  or  relies  on 
an  emergency  room  for  their  health  care. 

A  ROAD  MAP  FOR  COVERING  ALL  CHILDREN 

PICO  is  advocating  a  five-step  road  map  to  help  States  cover  all  children  by  2012 

(1)  Fill  the  existing  SCHIP  shortfalls  facing  States,  so  that  no  one  risks  losing  cov- 
erage 

(2)  Fund  proven  outreach  initiatives  and  provide  States  with  the  financial  incen- 
tives and  support  to  reach  all  eligible  but  uninsured  children 

(3)  Provide  financial  support  and  incentives  for  State  efforts  to  expand  high-qual- 
ity preventative  care  and  increase  eligibility 

(4)  Allow  States  the  option  to  cover  legal  immigrant  children  and  pregnant  women 

(5)  Provide  financing  in  SCHIP  and  Medicaid  to  support  the  cost  of  covering  newly 
enrolled  children 

Estimated  cost  is  $60  billion  over  5  years 

Why  we  can't  afford  not  to  cover  all  children 

•  Leaving  children  without  coverage  imperils  their  development  and  costs  society 
more  than  the  $100-$  120  per  month  needed  to  provide  health  coverage  to  a  child 

•  Covering  all  children  as  part  of  SCHIP  reauthorization  is  the  best  chance  our 
country  has  to  move  the  ball  forward  on  health  care  this  year 

•  States  across  the  country  are  moving  ahead  to  cover  all  children,  but  they  can- 
not succeed  without  Federal  support  to  expand  financing  for  children's  health. 

•  SCHIP  is  a  highly  successful  program  that  has  bipartisan  support 

Organizing  families  and  faith  communities 

PICO  is  a  national  network  of  53  faith-based  federations  and  1,000  congregations. 
PICO  led  a  county-based  cover-all-kids  initiative  that  has  been  replicated  in  more 
than  half  of  California's  counties.  In  17  States  and  100  Congressional  Districts, 
PICO  is  partnering  with  health  and  children's  advocacy  groups  at  the  local,  State 
and  national  level  to  expand  health  coverage  for  children  and  families. 

Join  us  for  a  Faith  and  Families  Summit  for  Children's  Health  on  Capitol  Hill 
on  March  7 

For  more  information  visit  www.piconetwork.org/schip.html 

PICO  National  Network 

December  20,  2006 

The  Honorable  Harry  Reid 
United  States  Senate 
Washington,  DC  20510 
The  Honorable  Kent  Conrad 
United  States  Senate 
Washington,  DC  20510 
The  Honorable  Max  Baucus 
United  States  Senate 
Washington,  DC  20510 
The  Honorable  Nancy  Pelosi 
U.S.  House  of  Representatives 
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Washington,  DC  20515 

The  Honorable  John  M.  Spratt,  Jr. 

U.S.  House  of  Representatives 

Washington,  DC  20515 

Honorable  John  D.Dingell 

U.S.  House  of  Representatives 

Washington,  DC  20515 

Dear  Majority  Leader  Reid,  Speaker-elect  Pelosi,  Senator  Conrad,  Representative 
Spratt,  Senator  Baucus  and  Representative  Dingell: 

As  you  prepare  to  lead  the  110th  Congress,  we  urge  you  to  include  adequate  fund- 
ing in  the  Federal  budget  to  sustain  and  expand  the  highly  successful  State  Chil- 
dren's Health  Insurance  Program,  so  that  our  Nation  approaches  the  day  when 
every  child  in  the  United  States  has  access  to  affordable  health  coverage. 

As  congregations  from  more  than  50  religious  traditions,  representing  over  1  mil- 
lion families,  PICO  sees  children's  health  as  a  core  moral  issue.  We  take  as  our  ex- 
ample the  prophet  Jeremiah  who  lamented  for  his  people  of  Judah.  Grieving  over 
their  condition,  he  cried  out:  "Is  there  no  balm  in  Gilead?  Is  there  no  physician 
there?  Why  then  has  the  health  of  my  poor  people  not  been  restored?"  We  ask  these 
same  questions  of  our  elected  leaders.  Is  there  no  balm  in  Washington,  DC?  Is  there 
no  solution  there?  Why  has  the  health  of  our  children  not  been  restored? 

In  November,  Americans  voted  for  change.  Many  Democrats  ran  on  a  health  care 
agenda.  Providing  access  to  affordable  health  insurance  for  every  child  is  the  right 
place  to  start.  There  are  9  million  uninsured  children  in  this  country;  more  than 
6  million  are  already  eligible  for  public  coverage.  If  we  do  what  is  right  as  a  nation, 
we  can  take  care  of  all  our  children  and  raise  the  healthiest  generation  in  American 
history. 

Reauthorization  of  the  State  Children's  Health  Insurance  Program  (SCHIP)  next 
year  provides  a  golden  opportunity  to  take  concrete  steps  toward  covering  all  chil- 
dren. But  progress  is  only  possible  if  the  budget  includes  adequate  funding  to  sus- 
tain and  expand  the  SCHIP  program.  We  urge  you  to  support  funding  for  the  follow- 
ing steps: 

•  Provide  adequate  Federal  funding  to  cover  the  2007  shortfalls  in  SCHIP  funding 
which  put  over  600,000  children  at  risk  of  losing  their  health  coverage. 

•  Fill  the  estimated  $12-14  billion  shortfall  in  funding  over  5  years  so  that  no 
one  loses  coverage  in  SCHIP. 

•  Include  substantial  additional  funding  to  support  States  that  are  moving  toward 
covering  all  uninsured  children,  including  those  expanding  coverage  to  300  percent 
of  poverty. 

•  Create  financial  incentives  and  support  for  States  to  reach  out  to  and  retain  cov- 
erage for  the  majority  of  uninsured  children — those  who  are  already  eligible  for 
SCHIP  and  Medicaid. 

•  Give  States  more  ability  to  simplify  the  enrollment  and  renewal  process,  includ- 
ing using  express  lane  eligibility  programs. 

•  Give  States  the  option  and  funding  to  cover  legal  immigrant  children  and  preg- 
nant women. 

In  the  effort  to  expand  health  coverage  for  children  we  urge  that  Congress  do  no 
harm  to  the  broader  Medicaid  program,  which  provides  essential  health  care  serv- 
ices to  the  poorest  children  in  the  Nation.  The  fate  of  our  children  and  families  is 
interconnected;  we  must  not  pit  children  from  low-income  families  against  those 
with  even  lower  incomes. 

Many  local  communities  and  State  governments  have  already  taken  action  toward 
covering  all  uninsured  children  and  expanding  coverage  for  low-income  families. 
These  initiatives  reflect  strong  grassroots  public  support  for  efforts  to  improve  chil- 
dren's health.  But  without  leadership  and  additional  Federal  financing,  our  counties 
and  States  run  the  risk  of  losing  rather  than  gaining  ground  on  covering  all  chil- 
dren. 

Over  the  coming  months  our  faith  communities  will  be  organizing  to  make  our 
voices  heard  in  our  State  capitals  and  in  Washington,  DC.  We  will  continue  to  edu- 
cate and  agitate  so  that  Congress  adopts  a  budget  that  is  faithful  to  the  needs  of 
working  families.  We  urge  you  to  take  a  first  step  in  restoring  American  domestic 
priorities  by  budgeting  sufficient  funds  to  strengthen  the  State  Children's  Health  In- 
surance Program. 

With  more  than  1,000  religious  congregations  representing  50  denominations  and 
1  million  families  in  150  cities  and  18  States,  PICO  National  Network  is  one  of  the 
largest  community-improvement  efforts  in  the  United  States. 
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We  look  forward  to  an  opportunity  to  meet  with  you  at  your  earliest  convenience 
to  discuss  funding  for  children's  health  in  next  year's  Federal  budget. 

Sincerely, 

Fr.  John  Baumann 
Executive  Director, 
PICO  National  Network,  et  al. 


Testimony  of  Kathy  Paz  Mingeldorff 

My  name  is  Kathy  Paz  Mingeldorff  and  I  am  pleased  to  submit  this  statement 
on  behalf  of  the  March  of  Dimes  Foundation.  As  a  mother,  I  understand  in  a  very 
personal  way  the  importance  of  health  insurance  for  women  and  children,  and  I 
thank  Members  of  the  Committee  for  making  access  to  coverage  the  focus  of  this 
hearing. 

Let  me  begin  by  telling  you  my  family's  story,  and  specifically  why  Medicaid  and 
FAMIS— Virginia's  State  Children's  Health  Insurance  Program  (SCHIP)  have  been 
so  important  to  us.  In  2001,  I  became  pregnant  while  in  college  and  was  covered 
by  my  parents'  private  health  insurance  policy.  But  after  my  son  Alex  was  born,  I 
lost  my  health  insurance  because  I  could  no  longer  be  considered  a  dependent.  My 
son  Alex  was  born  prematurely  at  25  weeks  and  suffered  many  complications  due 
to  his  early  delivery.  Fortunately  Medicaid  was  there  to  provide  health  insurance 
for  the  first  3  years  of  Alex's  life.  Without  help  from  Medicaid  with  Alex's  enormous 
medical  bills — more  than  $800,000  in  the  first  two  years  alone — I  am  not  sure  how 
we  would  have  survived. 

By  the  time  Alex  was  2,  complications  associated  with  his  premature  birth  re- 
quired a  feeding  tube,  special  formulas  and  multiple  medications.  We  took  Alex  to 
the  emergency  room  many  times,  and  he  was  hospitalized  on  3  separate  occasions. 
In  January  of  2004,  Alex  had  surgery  to  stabilize  his  severe  reflux  condition.  I  can- 
not imagine  what  life  would  have  been  like  for  us  without  health  insurance  through 
Medicaid. 

In  2005,  I  married  and  found  an  employer  who  was  eager  to  hire  me.  Unfortu- 
nately, the  employer  did  not  offer  health  insurance.  I  attempted  to  enroll  Alex  in 
FAMIS  but  our  income  was  too  high  for  him  to  qualify.  At  that  time,  eligibility  for 
the  program  in  Virginia  was  limited  to  children  with  family  incomes  below  133  per- 
cent of  the  Federal  poverty  level — less  than  $22,000  a  year  for  a  family  of  3.  So, 
my  only  option  was  to  turn  down  a  position  I  really  wanted  in  order  to  keep  my 
son  insured  through  Medicaid.  I  want  to  emphasize  how  hard  that  was  for  me. 

In  July  of  last  year,  the  State  of  Virginia  changed  its  eligibility  rules  for  FAMIS, 
allowing  families  with  incomes  up  to  200  percent  of  the  Federal  poverty  level  (a  lit- 
tle over  $34,000  for  a  family  of  3)  to  qualify,  and  making  it  possible  for  me  to  enroll 
my  son. 

Once  Alex  had  health  insurance  through  FAMIS,  I  was  able  to  accept  full  time 
employment  at  SAIC,  a  government  contractor  in  northern  Virginia.  Today,  Alex 
and  I  have  health  insurance  through  my  husband  Adam's  employer,  and  I  work  part 
time  as  an  administrative  assistant  for  a  national  furniture  corporation  and  am  tak- 
ing graduate  courses  at  Marymount  University. 

The  help  that  my  family  received  came  at  a  time  when  we  needed  it  most.  Be- 
cause I  wanted  and  was  able  to  work,  it  was  great  to  have  a  program  like  FAMIS. 
I  know  from  my  experience  and  that  of  other  families  with  premature  babies  that 
my  story  is  not  unique,  in  fact  it's  not  uncommon  for  a  family  just  getting  started 
to  face  the  problem  of  not  having  enough  health  coverage  to  meet  the  needs  of  a 
fragile  infant. 

Given  my  family's  experience,  I  am  sure  you  can  understand  why  I  am  so  commit- 
ted to  the  March  of  Dimes'  goal  of  using  this  year's  SCHIP  reauthorization  as  an 
opportunity  to  strengthen  the  program  to  improve  the  health  of  pregnant  women, 
infants  and  children.  To  achieve  this  goal,  the  March  of  Dimes  recommends  that  the 
Committee  authorize  a  substantial  amount  of  new  funding  for  SCHIP  reauthoriza- 
tion. The  Foundation's  immediate  priority  is  funding  sufficient  to  protect  states' 
2007  SCHIP  enrollment  levels.  As  Members  of  the  Committee  are  aware,  the  Na- 
tional Institutes  of  Health  (NIH)  Reform  Act,  P.L.  109^82,  enacted  at  the  end  of 
the  109th  Congress,  included  a  redistribution  of  unspent  FY2004  funds  to  states  ex- 
periencing FY2007  shortfalls,  and  a  January  30,  2007  Congressional  Research  Serv- 
ice (CRS)  report  projects  that  this  measure  will  ensure  that  no  state  runs  out  of 
SCHIP  funding  before  May  1,  2007.  However,  officials  in  at  least  one  state  report 
that  its  program  may  experience  a  funding  shortfall  prior  to  May  1.  Unless  Con- 
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gress  acts  soon,  additional  states  may  be  forced  to  narrow  or  eliminate  benefits, 
lower  eligibility  thresholds,  and/or  reduce  provider  payment  levels.  Any  of  these  ac- 
tions would  weaken  a  well  regarded  program  and  could  undermine  the  availability 
of  affordable  health  coverage  for  pregnant  women  and  children. 

As  members  of  this  committee  are  aware,  the  concern  about  adequate  funding  ex- 
tends well  beyond  2007.  In  addition  to  the  funding  level  assumed  in  the  CBO  base- 
line, new  resources  will  be  needed  to  maintain  current  levels  of  eligibility.  And,  if 
the  Committee  wishes  to  see  states  reach  out  to  eligible  but  unenrolled  children  or 
expand  eligibility,  a  significant  investment  of  new  funding  will  be  necessary. 

Using  information  provided  by  the  U.S.  Census  Bureau,  researchers  have  esti- 
mated that  nearly  half  of  the  9  million  uninsured  children  in  the  U.S.  are  eligible 
for  Medicaid  and  almost  20  percent  are  eligible  for  S-CHIP.  In  other  words,  with 
adequate  funding  and  more  attention  to  enrollment  of  those  who  are  already  eligi- 
ble, more  than  6  million  uninsured  children  could  have  health  insurance  through 
these  two  programs.  The  March  of  Dimes  recommends  that  the  committee  provide 
states  with  the  tools  and  resources  necessary  to  enroll  these  children. 

The  March  of  Dimes  also  encourages  the  members  of  the  committee  to  use  this 
reauthorization  as  an  opportunity  to  amend  the  law  so  that  states  can  make  modest 
but  important  improvements  to  their  SCHIP  programs.  The  priorities  the  Founda- 
tion hopes  the  Committee  will  consider  during  its  deliberations  include  giving  states 
the  authority  to:  (1)  cover  income  eligible  pregnant  women  age  19  and  older  without 
being  required  to  obtain  a  Federal  waiver;  (2)  provide  wraparound  coverage  for  chil- 
dren with  special  healthcare  needs  whose  private  health  insurance  benefits  are  lim- 
ited; (3)  cover  legal  immigrant  children  and  pregnant  women.  Finally  the  Committee 
should  strengthen  the  law's  current  requirements  to  monitor  and  report  on  the  qual- 
ity of  care  provided.  Consumers,  health  professionals  and  policy  makers  need  to 
know  how  well  SCHIP  is  doing  on  measures  such  as  immunization  rates,  delivery 
of  services  in  neonatal  intensive  care  units,  well-child  visits  and  other  inpatient  and 
outpatient  services. 

Coverage  for  Pregnant  Women  Over  Age  19 

Under  current  law,  maternity  coverage  for  pregnant  women  over  age  19  who  meet 
the  SCHIP  income  eligibility  requirements  is  permissible  only  through  a  Federal 
waiver — a  slow  and  cumbersome  process  which  most  states  have  chosen  to  avoid. 
This  policy  creates  an  unfortunate  separation  between  pregnant  women  and  infants, 
which  runs  contrary  to  long-standing  Guidelines  for  Perinatal  Care  promulgated 
jointly  by  the  American  College  of  Obstetricians  and  Gynecologists  (ACOG)  and 
American  Academy  of  Pediatrics  (AAP).  The  March  of  Dimes  view  is  that  reimburse- 
ment policies  should  be  aligned  with — and  not  undermine — established  clinical  prac- 
tice guidelines. 

While  SCHIP  regulations  permit  states  to  amend  their  plans  to  cover  "unborn 
children,"  thus  making  reimbursement  available  for  prenatal,  labor  and  delivery 
services,  postpartum  care  for  the  mother — a  benefit  prescribed  in  the  ACOG/AAP 
Guidelines  for  Perinatal  Care — is  not  reimbursable  with  Federal  funds.  Women  who 
do  not  receive  postpartum  care  are  at  greater  risk  for  a  variety  of  health  complica- 
tions that  make  it  difficult  for  a  mother  to  properly  care  for  her  infant.  Further, 
women  who  do  not  receive  postpartum  care  are  more  likely  to  quickly  become  preg- 
nant again,  and  a  pregnancy  spaced  too  closely  to  a  previous  pregnancy  presents 
a  medical  risk  factor  for  premature  birth. 

The  Centers  for  Medicare  and  Medicaid  Services  reports  that  five  states  (CO,  NJ, 
NV,  RI,  and  VA)  use  waivers  to  cover  income  eligible  pregnant  women  and  nine 
states  have  amended  their  plans  to  cover  unborn  children  (AR,  CA,  IL,  MA,  MI,  MN, 
RI,  TX,  WA).  However,  a  survey  conducted  by  the  National  Governors  Association 
found  an  additional  eight  states  where  program  officials  indicate  maternity  care  is 
being  provided  to  income  eligible  women  age  19  and  older  through  SCHIP.  A  simple 
Federal  mechanism  is  needed  so  that  states  can,  at  their  option,  provide  the  full 
spectrum  of  clinically  indicated  services  to  pregnant  women  who  meet  the  SCHIP 
income  guidelines.  As  Members  know,  early  and  continuous  maternity  care  is  cru- 
cial to  the  health  of  the  mother  as  well  as  to  that  of  her  infant. 

According  to  the  1999  Institute  of  Medicine  Report  entitled  "Health  Insurance  is 
a  Family  Matter,"  uninsured  pregnant  women  have  fewer  prenatal  care  services  and 
more  difficulty  obtaining  the  care  they  need.  To  maintain  the  health  of  a  pregnant 
woman  and  her  unborn  child,  continuous  access  to  prenatal  care  is  essential.  The 
ACOG/AAP  Guidelines  for  Perinatal  Care  state: 

Women  who  have  early  and  regular  prenatal  care  have  healthier  babies. 

Generally,  a  woman  with  an  uncomplicated  pregnancy  should  be  examined  ap- 
proximately every  4  weeks  for  the  first  28  weeks  of  pregnancy,  every  2-3  weeks 
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until  36  weeks  of  gestation,  and  weekly  thereafter.  Women  with  medical  or  obstetric 
problems  may  require  closer  surveillance. 

Lack  of  adequate,  regular  prenatal  care  is  associated  with  poor  birth  outcomes, 
including  prematurity  (born  before  37  completed  weeks  of  gestation.)  or  low  birth- 
weight  (less  than  BV2  pounds).  Prematurity  is  the  leading  cause  of  neonatal  death. 
Low  birth  weight  is  a  factor  in  65  percent  of  infant  deaths.  Premature  and  low  birth 
weight  babies  may  face  serious  health  problems  as  newborns,  and  are  at  increased 
risk  of  long-term  disabilities.  Infants  born  to  mothers  who  did  not  receive  regular 
prenatal  care  in  2002  were  about  twice  as  likely  to  be  low  birth  weight  as  infants 
born  to  mothers  who  received  early  and  adequate  prenatal  care. 

Conversely,  women  who  do  receive  appropriate  levels  of  prenatal  care  are  more 
likely  to  have  access  to  screening  and  diagnostic  tests  that  can  help  identify  prob- 
lems early;  services  to  manage  developing  and  existing  problems;  and  education, 
counseling  and  referral  to  reduce  risky  behaviors  like  substance  abuse  and  poor  nu- 
trition. Such  care  may  thus  help  improve  the  health  of  both  mothers  and  infants, 
reducing  their  future  healthcare  costs. 

Neither  the  cumbersome  and  time  consuming  waiver  process  nor  use  of  the  "un- 
born child"  regulatory  option  gives  states  the  flexibility  they  need  to  provide  preg- 
nant women  with  the  full  spectrum  of  recommended  maternity  care  through  SCHIP. 
Therefore,  the  March  of  Dimes  recommends  that  the  Committee  approve  a  statutory 
change  granting  states  the  authority  to  extend  SCHIP  coverage  to  income  eligible 
pregnant  women  age  19  and  older.  Both  the  NGA  and  the  National  Conference  of 
State  Legislatures  (NCSL)  recommend  that  this  option  be  made  available  to  states. 

Private-Public  Partnerships  to  Stretch  SCHIP  Dollars  Further 

Under  current  law,  children  must  be  uninsured  to  qualify  for  SCHIP.  Some  chil- 
dren with  significant  health  problems  have  limited  private  insurance  that  does  not 
meet  their  medical  needs.  Other  children  whose  parents  have  access  to  employer 
based  coverage,  may  go  without  because  the  parent's  employer  does  not  provide  cov- 
erage for  dependents  or  the  family  cannot  afford  the  premiums.  In  each  of  these 
cases,  families  face  a  difficult  choice,  purchase  employer  based  coverage  that  does 
not  meet  the  child's  medical  needs  or  forego  private  health  insurance  altogether  in 
order  to  be  eligible  for  SCHIP.  By  allowing  SCHIP  and  private  plans  to  work  to- 
gether, SCHIP  dollars  could  be  stretched  further  because  private  plans  would  cover 
a  portion  of  healthcare  costs.  Such  public-private  partnerships  could  be  structured 
in  several  different  ways.  For  example: 

Wraparound  coverage:  For  pregnant  women,  infants  and  children  with  limited  pri- 
vate coverage,  SCHIP  could  cover  benefits — such  as  vision,  dental,  physical/occupa- 
tional/speech therapy,  et  cetera — not  offered  by  the  private  plan.  Allowing  states  to 
use  SCHIP  as  a  secondary  payer  for  children  when  private  insurance  is  limited 
would  parallel  an  approach  already  permitted  in  the  Medicaid  program. 

Single  benefit  coverage:  For  pregnant  women,  infants  and  children  with  limited 
private  coverage,  SCHIP  could  cover  a  specific  benefit — such  as  vision,  dental  or 
home  care — not  offered  by  the  private  plan. 

Premium  support:  For  families  satisfied  with  their  private  coverage,  but  unable 
to  afford  the  full  cost  of  the  premium,  SCHIP  could  provide  a  subsidy  to  lower  the 
premium  cost  so  that  dependents  could  be  covered. 

Pregnant  women  and  children  receiving  this  type  of  assistance  should  be  allowed 
to  switch  to  traditional  SCHIP  if  they  lose  their  private  coverage  or  the  private  plan 
no  longer  meets  their  healthcare  needs. 

The  March  of  Dimes  urges  the  Committee  to  give  states  the  opportunity  to  de- 
velop alternative  types  of  public-private  partnerships  to  better  serve  the  complex 
healthcare  needs  of  pregnant  women  and  children. 

Quality  and  Accountability 

The  March  of  Dimes  strongly  recommends  that  the  SCHIP  reauthorization  bill  in- 
clude provisions  designed  to  strengthen  the  quality  of  healthcare  that  enrollees  re- 
ceive through  measuring,  monitoring  and  reporting  on  quality  of  care.  Such  initia- 
tives help  ensure  that  children  receive  the  care  they  need.  Since  children  are  grow- 
ing and  developing,  they  have  different  kinds  of  healthcare  needs  than  adults.  To 
date,  however,  most  national  initiatives  aimed  at  improving  the  quality  of  care  in 
the  U.S.  have  focused  on  adults.  While  title  XXI  has  included  a  quality  reporting 
requirement  since  the  program  was  created,  the  field  of  performance  measurement 
has  advanced  significantly  in  the  past  10  years.  Therefore,  the  March  of  Dimes 
urges  the  Committee  to  revisit  this  section  of  the  law  and  to  provide  states  the  tools 
they  need  to  update  and  expand  the  scope  of  reporting  on  the  quality  of  care  pro- 
vided enrollees. 
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More  specifically,  the  Foundation  recommends  that  the  Department  of  Health  and 
Human  Services  (HHS)  collaborate  with  health  professionals  and  consumer  groups 
to  develop  and  disseminate  a  core  set  of  pediatric  quality  measures.  This  effort 
should  be  conducted  in  partnership  with  the  Agency  for  Healthcare  Research  and 
Quality  (AHRQ)  and  other  appropriate  entities,  including  the  National  Quality 
Forum  and  health  professional  certification  boards.  In  addition,  HHS  should  also 
gather  and  publicly  report  state  level  data  on  pediatric  quality  performance  meas- 
ures. 

The  March  of  Dimes  urges  members  of  the  committee  to  ensure  that  states  have 
the  resources  necessary  to  gather  and  report  data  as  well  as  to  develop  interoper- 
able clinical  health-information  systems. 

Coverage  for  Legal  Immigrants 

In  2003,  the  Senate  approved  a  provision  to  allow  states  to  cover  legal  immigrant 
children  through  their  SCHIP  programs,  which  was  ultimately  excluded  from  the 
larger  Medicare  Modernization  Act  negotiated  by  the  House  and  Senate  Conference 
Committee  and  signed  into  law.  At  that  time,  the  Congressional  Budget  Office 
(CBO)  estimated  that  about  155,000  children  and  60,000  pregnant  women  would 
have  been  eligible  for  coverage  if  the  provision  had  been  enacted.  The  provision  had 
broad  bipartisan  support  in  the  Senate  as  well  as  the  support  of  the  NGA  and 
NCSL.  CBO  estimated  that  this  coverage  would  cost  the  Federal  treasury  $500  mil- 
lion over  three  years. 

In  2004,  there  were  an  estimated  31  million  non-elderly  immigrants  living  in  the 
United  States,  approximately  74  percent  of  whom  were  here  legally.  It  has  also  been 
estimated  that  nearly  half  of  non-citizen  immigrants  are  uninsured,  largely  because 
they  are  more  likely  to  work  in  low  wage  jobs,  service  or  agriculture  industries  or 
small  businesses  where  employers  often  do  not  offer  health  coverage. 

The  Foundation  urges  Members  of  this  Committee  to  add  to  SCHIP  an  option  for 
states  to  extend  SCHIP  coverage  to  income  eligible  legal  immigrant  pregnant 
women  and  children. 

The  March  of  Dimes  appreciates  the  opportunity  to  submit  its  comments  for  the 
record  and  looks  forward  to  working  with  Chairmen  Dingell  and  Pallone  and  Rep- 
resentatives Barton  and  Deal  ,  as  well  as  other  members  of  the  committee  to  reau- 
thorize and  strengthen  SCHIP — a  program  central  to  the  health  of  the  nation's  preg- 
nant women,  infants  and  children. 


Statement  of  America's  Health  Insurance  Plans 

America's  Health  Insurance  Plans  (AHIP)  strongly  support  the  State  Children's 
Health  Insurance  Program  (SCHIP),  and  we  applaud  the  House  Energy  and  Com- 
merce Committee  for  focusing  on  the  reauthorization  of  this  vitally  important  pro- 
gram. 

Over  the  past  decade,  SCHIP  has  proven  to  be  highly  successful  in  meeting  the 
health  care  needs  of  millions  of  low-income  children.  By  providing  the  states  with 
the  resources  and  flexibility  to  design  innovative  programs,  SCHIP  has  dem- 
onstrated its  value  as  an  effective  model  for  extending  health  coverage  to  a  vulner- 
able population.  As  Congress  prepares  for  the  coming  debate  on  reauthorization  of 
SCHIP,  we  see  an  opportunity  to  build  upon  the  program's  past  success  with  im- 
provements that  would  enable  the  states  to  maintain  their  existing  programs,  while 
also  offering  coverage  to  a  larger  number  of  uninsured  children  and  making  cov- 
erage more  affordable  for  their  parents. 

AHIP  Access  Proposal  Calls  for  SCHIP  Expansion 

In  November  2006,  AHIP's  Board  of  Directors  announced  a  proposal  for  expanding 
access  to  health  insurance  coverage  for  all  Americans.  Our  proposal  includes  a  com- 
prehensive set  of  policy  initiatives  that  would  expand  eligibility  for  SCHIP  and  Med- 
icaid, enable  all  consumers  to  purchase  health  insurance  with  pre-tax  dollars,  pro- 
vide financial  assistance  to  help  working  families  afford  coverage,  and  encourage 
states  to  develop  and  implement  access  proposals. 

A  major  element  of  AHIP's  access  proposal  calls  for  expanding  SCHIP  to  ensure 
that  all  states  can,  at  a  minimum,  fully  cover  all  uninsured  children  in  families  with 
incomes  under  200  percent  of  the  Federal  poverty  level.  To  farther  address  the 
health  care  needs  of  children,  we  also  propose  that  a  health  tax  credit  of  up  to  $500 
be  established  for  low-income  families  who  secure  health  insurance  for  their  chil- 
dren. These  steps  are  designed  to  expand  access  to  health  insurance  coverage  to  all 
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children  within  three  years.  Other  components  of  AHIP's  access  proposal  seek  to 
cover  95  percent  of  adults  within  10  years. 

AHIP  also  is  an  active  member  of  the  Health  Coverage  Coalition  for  the  Unin- 
sured (HCCU),  which  released  a  proposal  in  January  2007  for  expanding  health  cov- 
erage to  the  uninsured.  The  membership  of  this  diverse  coalition  also  includes  Fami- 
lies USA,  the  Chamber  of  Commerce,  AAEP,  the  American  Medical  Association,  and 
the  American  Hospital  Association.  Much  like  the  AHIP  proposal,  the  HCCU  pro- 
posal builds  on  the  strengths  of  the  existing  private-public  system  and  includes  key 
improvements  to  SCHIP  and  Medicaid,  as  well  as  a  broader  tax  credit.  The  HCCU 
proposal  shares  AHIP's  phased  approach,  beginning  with  a  Kids  First  initiative  fol- 
lowed by  a  longer-term  proposal  for  adults  and  families. 

As  Congress  considers  SCHIP  reauthorization  legislation,  AHIP  urges  the  commit- 
tee to  consider  three  priorities  discussed  in  the  following  sections:  (1)  increasing 
Federal  funding  to  help  states  cover  existing  SCHIP  caseloads  and  expand  coverage 
to  more  uninsured  children; 

(2)  establishing  performance  standards,  tied  to  funding  bonuses,  to  promote  qual- 
ity throughout  the  program;  and  (3)  authorizing  demonstration  programs  to  help 
states  coordinate  SCHIP  eligibility  with  private  health  insurance. 

Increased  Funding  to  Cover  Shortfalls  and  Expand  Coverage 

A  top  priority  in  the  SCHIP  reauthorization  process  is  ensuring  that  the  states 
receive  adequate  funding  to  provide  coverage  for  eligible  children.  Currently,  a  num- 
ber of  states  are  facing  funding  shortfalls  that  are  threatening  their  ability  to  pro- 
vide quality  coverage  to  children  already  enrolled  in  their  programs.  These  short- 
falls also  may  discourage  the  outreach  efforts  that  are  needed  to  identify  eligible 
children  who  are  not  yet  signed  up  for  SCHIP. 

In  addition  to  stabilizing  existing  SCHIP  coverage,  Congress  should  devote  new 
funding  to  help  states  expand  coverage  to  children  who  currently  do  not  qualify  for 
SCHIP  assistance.  An  infusion  of  new  funding  would  ensure  that  states  could  main- 
tain existing  enrollment,  while  also  having  greater  flexibility  to  innovate  and  pos- 
sibly expand  enrollment  in  conjunction  with  broader  innovations  that  leverage 
SCHIP  dollars.  By  providing  additional  funding  for  this  priority  and  promoting 
strategies  that  do  not  "crowd  out"  existing  coverage,  Congress  could  target  assist- 
ance to  a  segment  of  the  uninsured  population — the  "near  poor" — that  have  seen  a 
gradual  decline  in  their  access  to  coverage  over  the  past  decade. 

Performance  Incentives  to  Improve  Quality 

Congress  should  establish  performance  standards  to  measure  the  extent  to  which 
states  are  achieving  demonstrable  improvements  in  child  health.  Such  standards 
could  focus  on  immunization  rates  for  children,  the  percentage  of  infants  receiving 
periodic  screenings,  the  percentage  of  eligible  children  who  remain  continuously  cov- 
ered by  SCHIP,  and  other  measures  for  which  data  can  be  easily  obtained  and  com- 
pared. 

Moreover,  these  standards  would  help  to  promote  accountability  throughout  the 
program  if  Congress  provided  a  financial  bonus  to  states  that  demonstrate  strong 
success,  based  on  the  performance  standards,  in  improving  the  health  of  their 
SCHIP  populations.  These  incentives  should  be  supported  with  new  funding — on  top 
of  existing  allotments — to  allow  states  with  highly  successful  SCHIP  programs  to 
take  additional  steps  in  developing  initiatives  that  can  serve  as  models  for  the  en- 
tire nation. 

Demonstration  Programs  to  Coordinate  With  Prtvate  Coverage 

Recognizing  the  need  for  greater  innovation  throughout  the  health  care  system, 
we  believe  Congress  should  authorize  new  demonstration  programs  that  allow  states 
to  use  streamlined  procedures  in  coordinating  SCHIP  eligibility  with  private  health 
insurance.  These  demonstrations  could  build  upon  SCHIP's  existing  premium  assist- 
ance program,  allowing  states  to  assist  the  parents  of  eligible  children  in  purchasing 
family  coverage  through  their  employers  or  other  sources.  Addressing  the  coverage 
needs  of  the  entire  family  is  beneficial  to  children  as  well  as  parents,  as  indicated 
by  the  findings  of  a  2002  Institute  of  Medicine  (IOM)  report  which  concluded  that 
children  are  more  likely  to  be  taken  to  the  doctor  for  regular  checkups  if  their  par- 
ents also  have  coverage. 

Significantly,  Massachusetts  is  one  of  the  few  states  that  has  used  the  current 
premium  assistance  option  to  maximize  the  value  of  its  SCHIP  and  Medicaid  fund- 
ing. By  pursuing  this  public-private  partnership,  Massachusetts  was  able  to  position 
itself  for  the  broader  reforms  that  its  state  legislature  enacted  last  year.  To  open 
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the  door  for  more  states  to  pursue  innovative  strategies  that  meet  the  unique  needs 
and  circumstances  of  their  own  populations,  Congress  should  encourage  greater  co- 
ordination between  SCHIP  and  private  health  insurance. 

AHIP  members  are  strongly  committed  to  the  long-term  success  of  SCHIP  and  we 
stand  ready  to  work  with  the  House  Energy  and  Commerce  Committee  and  other 
members  of  Congress  to  strengthen  the  program. 
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The  American  Academy  of  Pediatrics  (the  Academy)  is  an  organization  of  60,000  primary  care 
pediatricians,  pediatric  medical  subspecialists,  and  pediatric  surgical  specialists,  who  are  deeply 
committed  to  protecting  the  health  of  children,  adolescents  and  young  adults  receiving  health 
care  in  the  United  States. 

The  Academy  is  pleased  to  provide  comments  about  the  future  of  the  State  Children's  Health 
Insurance  Program,  (SCHIP),  a  program  which  has  been  a  resounding  success.  SCHIP  also  has 
had  positive  spillover  effects  on  the  Medicaid  program.  As  a  result  of  SCHIP  outreach,  millions 
of  potentially  eligible  but  uninsured  children  have  been  enrolled  in  Medicaid.  Eligibility 
determination  processes  have  been  simplified,  and  coordination  between  SCHIP  and  Medicaid 
has  become  increasingly  effective. 

Despite  the  program's  widely  acknowledged  success  and  popularity,  several  outstanding 
challenges  have  been  identified  by  participating  pediatricians.  These  challenges  pertain  to  (1) 
Payment  and  Funding;  (2)  Ease  of  Enrollment;  (3)  Benefits  available  under  the  program. 
Recommended  strategies  in  each  of  these  three  areas  are  outlined  below.  If  these  changes  to  the 
program  are  incorporated  into  this  year's  reauthorization,  SCHIP 's  success  will  continue  through 
its  next  decade. 

Funding 

The  SCHIP  program  is  a  block  grant,  which  creates  inherent  difficulties.  Because  funding  is 
capped,  children  have  been  denied  services,  waiting  lists  have  developed  and  predictability  in 
care  is  compromised.  If  it  is  not  feasible  to  convert  the  program  to  an  entitlement  such  as 
Medicaid,  Congress  should  set  the  budget  baseline  for  SCHIP  at  a  rate  significantly  higher  than 
the  level  set  in  law  for  the  final  year  of  SCHIP's  initial  authorization  to  avoid  future  budget 
shortfalls.  Congress  must  also  provide  enough  funding  so  that  states  are  not  encouraged  to  limit 
enrollment  or  benefits.  Congress  should  strengthen  its  commitment  to  the  federal-state 
partnership  that  has  led  to  SCHIP  and  Medicaid's  success  over  the  past  decade.  With  $60  billion 
in  new  SCHIP  and  Medicaid  funding  over  five  years,  states  will  be  able  to  maintain  their  existing 
SCHIP  programs,  and  avoid  the  tragedy  of  children  losing  health  care  coverage  because  the 
federal  government  did  not  maintain  the  commitment  made  in  1997  when  SCHIP  was  created. 
This  level  of  funding  also  will  allow  the  country  to  move  forward  by  enrolling  most  of  the 
uninsured  children  already  eligible  for  Medicaid  and  SCHIP  and  providing  support  to  those 
states  seeking  to  further  expand  coverage  for  children. 

Payment 

One  of  the  important  problems  with  both  the  Medicaid  and  SCHIP  programs  is  the  rate  of 
payment  under  each.  On  average,  Medicaid  reimburses  pediatricians  at  only  69%  of  the  rate  that 
would  be  paid  under  Medicare,  and  only  56%  of  commercial  rates  for  an  office  visit.  In  some 
states,  Medicaid  payment  is  even  lower.  While  payment  rates  under  Medicaid  have  been 
monitored  by  the  Academy,  the  SCHIP  program  makes  it  much  more  difficult  to  deduce  rates  of 
payment  because  some  states  have  tied  SCHIP  payment  to  Medicaid  while  others  have  not. 

Low  rates  of  payment  seriously  impede  access  to  quality  health  care  for  children.  While  a 
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number  of  states  have  taken  steps  to  increase  Medicaid  and  SCHIP  payment  rates  to  match  those 
of  Medicare,  most  have  not.  Low  Medicaid  and  SCHIP  payments  do  not  cover  costs,  and 
increasingly  force  pediatricians  to  make  difficult  business  decisions  of  continuing  to  treat 
patients  at  a  financial  loss,  or  limiting  their  participation  in  the  Medicaid  program  altogether. 
The  resulting  lack  of  access  for  patients  may  then  drive  them  to  seek  emergency  room  care  that 
is  significantly  more  expensive. 

To  address  this  problem,  the  Academy  recommends  that  payment  rates  for  pediatric  services  be 
set  at  least  at  1 00%  of  Medicare  rates.  The  risk  of  Medicare  is  that  some  states  have  low  pay 
even  under  the  system,  but  in  general,  Medicare  payments  are  much  higher  than  Medicaid  and 
what  can  be  discerned  of  SCHIP  rates.  Additionally,  adequate  payment  must  be  ensured  when 
new  vaccines  and  other  new  technologies  are  introduced.  Under  capitated  arrangements,  states 
should  ensure  that  provisions  are  made  to  reimburse  physicians  for  the  cost  of  the  new  vaccines 
until  new  contracts  are  negotiated.  In  addition,  physicians  should  receive  payment  for  the 
expenses  associated  with  the  administration  of  each  vaccine.  Congress  should  also  adopt 
financial  incentives  for  medical  homes,  especially  in  the  care  of  children  with  special  needs, 
including  chronic  care  management,  child  and  family  education,  and  coordination  and 
consultation  with  pediatric  specialists  and  other  support  services.  Recognizing  the  dearth  of 
pediatric  subspecialists  nationwide,  Congress  should  encourage  the  inclusion  of  pediatric 
subspecialists  and  the  academic  medical  centers  where  they  practice  in  managed  care  plan 
networks,  and  encourage  coordination  and  communication  between  pediatric  subspecialists  and 
primary  care  practitioners.  Congress  should  also  identify  new  mechanisms  to  designate  and 
support  safety  net  providers,  including  office-based  pediatric  practices  and  hospitals  specializing 
in  the  care  of  children,  who  serve  a  certain  proportion  of  publicly  insured  children.  Finally, 
Congress  should  ensure  that  financing  structures  encourage  medical  home  and  pediatric 
subspecialty  network  continuity  in  SCHIP  and  Medicaid  when  children  switch  managed  care 
plans  and  when  children  switch  between  the  two  sources  of  coverage. 

Extending  Eligibility  and  Enrollment 

Beyond  payment  rates,  it  is  also  important  to  raise  the  issue  of  enrollment  barriers.  The 
evolution  of  the  SCHIP  program  has  spurred  the  Medicaid  program  to  encourage  enrollment. 
Nevertheless,  passage  and  implementation  of  the  Deficit  Reduction  Act  (DRA)  took  this  success 
in  the  wrong  direction  by  erecting  virtual  barriers  to  access.  One  of  the  most  significant  changes 
brought  about  by  the  DRA  was  the  requirement  that  enrollees  document  citizenship  and  identity. 
After  a  harsh  interpretation  by  the  Centers  for  Medicare  and  Medicaid  Services,  a  bad  law  was 
made  worse.  We  are  starting  to  see  the  results.  As  one  example,  in  Georgia,  it  has  been 
documented  that  over  100,000  children  have  been  cut  from  the  rolls  after  the  implementation  of 
the  regulations  called  for  by  the  DRA.  These  children  are  not  illegal,  but  are  citizens  in  poor 
families  who  are  simply  unable  to  meet  the  stringent  documentary  burden  required  by  the  CMS 
implementation  of  the  DRA.  This  state  of  affairs  is  unacceptable  and  must  be  reversed. 

Congress  should  also  take  the  following  steps  specific  to  the  SCHIP  program  during 
reauthorization.  Congress  should  establish  a  performance-based  outreach  fund  to  encourage 
enrollment  of  all  uninsured  children  who  are  eligible  for  public  coverage.  Administrative 
simplification  should  also  be  improved  upon  so  that  enrollment  and  reenrollment  can  reach  the 
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most  possible  children.  States  should  be  encouraged  to  adopt  shortened  forms,  streamlined 
verification  requirements,  online  enrollment,  and  renewal  assistance.  In  addition,  states  should 
receive  the  authority  to  automatically  enroll  children  into  SCHIP  (and  Medicaid)  on  the  basis  of 
findings  of  other  means-tested  programs,  such  as  the  National  School  Lunch  Program  or  the 
Food  Stamp  Program.  Similarly,  presumptive  eligibility  should  be  encouraged  for  all  children, 
allowing  health  care  professionals  and  designated  agencies  to  grant  eligibility  for  up  to  60  days 
while  a  child  goes  through  the  enrollment  process.  Additionally,  states  should  be  encouraged  to 
adopt  12-month  continuous  eligibility  for  SCHIP-enrolled  (and  Medicaid-enrolled)  children. 

Beyond  these  steps,  households  with  children  in  both  Medicaid  and  SCHIP  should  be  allowed  to 
enroll  in  the  program  with  the  best  coverage  to  ensure  continuity  among  siblings  with  their 
pediatric  medical  home.  SCHIP  should  also  be  expanded  to  include  adolescents  19  through  21 
years  of  age  and  allow  emancipated  minors  to  be  eligible  for  SCHIP  on  the  basis  of  their  own 
income.  In  addition,  eligibility  restrictions  for  dependents  of  state  employees  should  be 
eliminated  if  they  qualify  on  the  basis  of  income.  Higher  income  families  (>200%  of  the  FPL) 
should  also  become  eligible  for  the  benefit  where  they  are  currently  not  eligible  and  asset  testing 
should  be  discontinued  to  extend  eligibility  to  more  uninsured  children. 

To  provide  better  services  to  children,  SCHIP  programs  should  not  be  barred  from  providing 
buy-in  options  for  children  whose  family  incomes  are  above  their  state's  SCHIP  eligibility  level 
but  who  do  not  have  access  to  or  cannot  afford  comprehensive  private  health  insurance.  States 
should  also  be  granted  the  authority  to  cover  legal  immigrant  children.  Finally,  the  program 
should  allow  states  to  draw  down  Medicaid/SCHIP  matching  funds  when  employers  pay  for  a 
share  of  the  cost  of  coverage  for  children  enrolled  in  Medicaid  or  SCHIP. 


Benefits 

The  interplay  between  benefits  for  SCHIP  and  Medicaid  populations  should  also  be  addressed  by 
Congress  in  this  year's  reauthorization.  Specifically,  churning  between  the  programs,  into 
private  insurance,  and  back  again  has  become  a  documented  reality  for  children  throughout  the 
United  States  as  their  family's  economic  situations  change.  It  makes  no  sense  from  a  clinical 
viewpoint  for  children  in  states  without  Medicaid  expansion  programs  to  be  denied  services 
guaranteed  under  Medicaid  when  they  enter  the  SCHIP  program.  The  need  for  vision,  dental  and 
mental  health  services  does  not  disappear  with  changing  economic  circumstances. 

Thus,  the  Academy  recommends  that  Medicaid  benefit  coverage  in  states  with  Medicaid  SCHIP 
programs  must  be  preserved.  Additionally,  states  should  be  encouraged  to  adopt  SCHIP  benefit 
packages  that  are  consistent  with  the  AAP  policy  statement  "Scope  of  Health  Care  Benefits  for 
Children  From  Birth  Through  Age  21,"  including  dental  services  and  the  full  range  of  mental 
health  services,  including  substance  abuse  treatment.  Preventive  care,  immunization  standards, 
and  periodicity  schedules  also  should  be  consistent  with  current  AAP  requirements.  Eligibility 
for  the  Vaccines  for  Children  Program  should  also  be  extended  to  all  children  enrolled  in  non- 
Medicaid  SCHIP  programs.  Finally,  the  prohibition  against  partial  benefit  packages  to  allow 
states  with  non-Medicaid  SCHIP  programs  to  provide  additional  wrap-around  coverage  to 
children  who  have  inadequate  private  health  insurance  should  be  eliminated. 
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Conclusion 

SCHIP  has  a  proud  history  on  which  to  build.  To  achieve  continued  success  in  reducing 
uninsurance  among  children  and  ensuring  access  to  high-quality  pediatric  care,  the  AAP 
recommends  that  Congress  and  state  policymakers  adopt  these  important  recommendations.  In 
closing,  the  American  Academy  of  Pediatrics  seeks  to  ensure  that  Congress  keeps  in  mind  the 
children  we  care  for  as  it  considers  reauthorizing  SCHIP.  The  Academy  would  welcome  the 
opportunity  to  provide  further  information  and  input  to  the  Committee  as  it  engages  in  the 
SCHIP  reauthorization  debate. 
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Testimony  of  Jeanne  M.  Lambrew,  PhD 
Associate  Professor,  George  Washington  University  School  of  Public  Health  &  Health 
Services,  and  Senior  Fellow,  Center  for  American  Progress 

Mr.  Chairman  and  Members  of  the  Subcommittee,  thank  you  for  inviting  me  to  testify 
today  at  the  hearing  entitled,  "Covering  the  Uninsured  through  the  Eyes  of  a  Child."  I  am 
an  associate  professor  at  the  George  Washington  University  School  of  Public  Health  and 
Health  Services  and  senior  fellow  at  the  Center  for  American  Progress.  My  role  today  is 
to  summarize  what  we  know  about  the  value  of  public  investments  in  children's  health. 

I  am  especially  excited  to  be  a  witness  at  this  first  House  hearing  on  the  topic  this  year. 
2007  will  be  a  momentous  year  for  children.  It  marks  the  1 0-year  anniversary  of  the 
State  Children's  Health  Insurance  Program,  known  as  SCHIP.  The  program,  along  with 
Medicaid,  has  made  significant  inroads  in  reducing  the  number  of  low-income,  uninsured 
children.  Yet,  2007  will  be  the  last  for  SCHIP  if  Congress  does  not  act  to  renew  and  re- 
fund it.  Congress  could,  as  the  President  proposes,  maintain  current  levels  of  funding 
which  would  reduce  the  reach  of  SCHIP.  It  could  focus  on  outreach  to  eligible  but 
uninsured  low-income  children.  Or,  it  could  set  policy  ensure  coverage  for  all  children  in 
America.  Each  option  would  have  dramatically  different  effects  on  children  and 
spending,  underscoring  the  value  of  hearings  like  this. 

In  addition,  I  had  the  privilege  of  working  in  the  Clinton  White  House  a  decade  ago  when 
SCHIP  was  created.  I  watched  the  President,  First  Lady,  and  entire  Administration  roll 
up  their  sleeves  to  enact  and  implement  this  program.  I  worked  with  state  officials, 
private  foundations,  and  the  corporate  community  to  connect  children  with  existing 
programs.  And  I  witnessed  how  compassion  for  children  dissolved  hardened  partisan 
positions  in  Congress.  This  gives  me  hope  that,  a  year  from  now,  you  will  be  holding 
hearings  on  how  to  make  the  most  of  legislation  passed  in  2007  that  improves  coverage 
for  children  in  this  nation. 

In  my  testimony  today,  I  would  like  to  make  three  points. 

•  Health  coverage  for  children  improves  access  to  care,  health  outcomes,  and  the 
prospects  of  children  and  their  families; 

•  The  short-run  budget  cost  of  covering  more  children  is  worth  the  long-run  value  to 
our  nation;  and 

•  The  design  of  the  federal  investment  in  children's  health  coverage  matters  - 
specifically,  the  block-grant  features  of  SCHIP  have  limited  the  program's  success 
and  should  be  modified  in  reauthorization. 
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The  Impact  of  Coverage  on  Children's  Access  to  Care,  Health,  and  Prospects 

Health  coverage  is  the  portal  to  the  health  care  system.  It  removes  financial 
barriers  to  seeking,  obtaining,  and  adhering  to  needed  health  care.  It  prevents  the  cost  of 
essential  health  care  from  bankrupting  individuals  and  families.  It  ensures  access  to  the 
finest  care  irrespective  of  actual  income.  Yet,  the  U.S.  lacks  a  system  that  ensures  health 
coverage  for  all,  despite  having  the  most  expensive  system  in  the  world.  In  2005, 
national  health  spending  reached  16  percent  of  the  gross  domestic  product,  and  spending 
per  capita  was  50  percent  higher  than  the  next  most  expensive  nation.  Health  spending 
per  person  equaled  nearly  15  percent  of  the  median  income  in  the  U.S.1  In  2006,  the 
average  premium  for  an  employer-based,  family  insurance  policy  ($1 1,480)  was  more 
than  the  full-time,  full-year  earnings  of  a  minimum- wage  worker.2  This  affects 
businesses'  competitiveness;  health  costs  could  exceed  profits  in  Fortune  500  companies 
next  year.3  And,  it  affects  the  health  of  our  nation.  A  comprehensive  review  by  the 
Institute  of  Medicine  concluded  that  lacking  health  coverage  can  have  negative  effects  on 
health.  An  estimated  1 8,000  adults  die  each  year  because  they  lack  health  insurance.4 

Access  to  Care 

The  problems  associated  with  lacking  health  insurance  coverage  extend  to 
children.  Studies  that  compare  insured  to  uninsured  children  document  worse  access  to 
care  for  uninsured  children.5  One  study  found  that  uninsured  children  were  significantly 
less  likely  to  visit  a  physician  for  conditions  like  acute  earaches,  recurrent  asthma  or 
other  conditions  for  which  medical  attention  is  usually  considered  necessary.6  Relative 
to  children  enrolled  in  Medicaid  or  SCHIP,  uninsured  children  were  more  likely  to  report 
unmet  health  care  needs  (1 1%  vs.  2%).7  The  likelihood  of  not  seeing  a  doctor  within  a 

3 


71 

year  is  twice  as  high  for  uninsured  children  compared  to  children  eligible  for  Medicaid.8 
Adolescents  have  special  health  issues,  with  increased  need  for  mental  and  reproductive 
health  care,  as  well  as  emergency  care  due  to  accidents  and  risky  behavior.  Adolescents 
who  are  uninsured  are  four  times  as  likely  to  report  an  unmet  health  need  as  those  who 
are  insured  (24%  versus  6%). 9 

In  recent  years,  we  have  been  able  to  study  the  impact  on  children  of  gaining 
coverage.  In  Pennsylvania,  unmet  need  among  children  who  gained  coverage  through  a 
state  insurance  program  fell  from  57  percent  to  16  percent  after  12  months.10  In  New 
York,  the  expansion  of  public  programs  for  children  contributed  to  a  rise  in  the 
immunization  rate  among  children  ages  1  to  5  from  83  to  88  percent. 1 1  According  to  the 
federal  evaluation  of  SCHIP,  uninsured  children  who  gained  coverage  through  the 
program  received  more  preventive  care,  and  their  parents  reported  better  access  to 
providers  and  improved  communications  with  their  children's  doctors.12  Coverage  also 
matters  for  vulnerable  children.  Unmet  need  among  chronically  ill  low-income  children 
who  were  uninsured  and  gained  Medicaid  or  SCHIP  coverage  decreased  by  eight 
percentage  points — exceeding  the  reduction  among  newly  insured  children  without 
chronic  illness. 13  Racial  disparities  in  access  were  also  reduced  (although  not  eliminated) 
for  children  who  were  uninsured  and  subsequently  enrolled  in  SCHIP.14 

Impact  on  Health  and  Quality  of  Life 

Access  to  health  care  matters  to  the  extent  that  it  improves  the  health  of  children. 
Sadly,  the  wealthiest  nation  in  the  world  is  not  the  healthiest,  especially  when  it  comes  to 
its  children.  In  2004,  according  to  the  World  Health  Organization,  the  United  States 
ranked  35th  on  infant  mortality,  behind  Korea  and  Cuba. 15  Our  immunization  rates,  while 
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high,  are  below  those  of  Thailand  and  Poland  among  others.  About  two-thirds  of  nations 
have  lower  rates  of  children  dying  from  injuries  than  does  the  U.S. 

While  health  coverage  is  only  one  factor  in  improving  health,  it  does  play  a  role. 
It  helps  prevent  health  problems  from  worsening.  For  example,  Medicaid  expansions 
from  1983  to  1996  were  associated  with  a  population-wide  reduction  of  22  percent  in 
avoidable  hospitalization  among  children. 16  It  helps  with  the  healing  of  injuries.  One 
study  found  that,  compared  to  insured  children,  uninsured  children  were  40  percent  less 
likely  to  receive  medical  attention  for  serious  injuries.17  Health  coverage  can  help  in  the 
control  of  chronic  diseases.  One  evaluation  found  that  children  who  were  uninsured  and 
gained  coverage  through  Medicaid  or  SCHIP  had  fewer  asthma-related  attacks  after 
enrollment  (3.8  vs.  9.5  attacks),  with  significant  improvements  in  quality  of  care. 18  And, 
it  contributes  to  child  survival.  Increase  Medicaid  eligibility  at  the  state  level  has  been 
associated  with  reductions  in  child  mortality  after  the  first  year  of  life. 19  Uninsured 
infants  with  a  congenital  heart  problem  (coarctation  of  the  aorta)  were  nearly  10  times 
more  likely  to  die  than  insured  infants  (33%  versus  3.8%)  due  to  delayed  diagnosis  and 
care.20 

For  families,  the  benefits  of  health  coverage  for  children  extend  beyond  its  impact 
on  health.  It  improves  their  quality  of  life.  One  study  found  that  the  improvement  in 
quality  of  life  resulting  from  enrollment  in  SCHIP  was  equivalent  to  the  benefits  of 
treatment  for  a  child  newly  diagnosed  with  cancer.21  It  also  increases  financial  security. 
Medical  bankruptcy  is  a  large  and  growing  problem  in  the  U.S.,  and  some  of  it  results 
from  childhood  illness.  This  is  not  surprising  given  the  cost  of  some  illnesses.  In  2000, 
the  average  charge  for  the  hospitalization  of  a  child  with  a  cardiac  or  circulatory  birth 
defect  was  $59,000  and  for  a  child  with  pneumonia  was  $8,000. 22  The  total  health  care 
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cost  of  childhood  asthma  in  the  U.S.  in  2002  was  $6  billion,  most  of  it  for  home  health 
care  and  prescription  drugs.23 

The  cost  of  unmet  health  needs  among  children  extends  beyond  the  measurable 
health  costs.  Problems  that  could  be  managed  or  cured  with  health  care  result  in  lower 
school  attendance.  In  2004,  asthma  alone  accounted  for  an  estimated  14  million  lost 
school  days  among  children.24  This  limits  children's  educational  attainment.  Recurrent 
ear  infections  -  which  could  be  addressed  through  persistent  health  care  -  reduce 
children's  ability  to  communication  and  thus  school  readiness  and  performance.25 
Parents  are  less  likely  to  let  uninsured  children  participate  in  school  sports,  potentially 
lowering  their  self-esteem.  And,  unmet  mental  health  needs  among  adolescents  can  have 
lifelong  consequences.  In  summary,  health  coverage  is  as  essential  as  nutrition  and 
education  in  the  development  of  children. 

The  Value  of  the  Investment  in  Coverage  for  Children 

Given  the  benefits  of  children's  coverage,  the  question  becomes  how  much  does  it 
cost  and  is  it  worth  it?  According  to  government  projections,  personal  health  spending 
per  person  in  the  U.S.  will  average  nearly  $6,700  in  2008.  Assuming  that  historical 
patterns  hold,  this  means  that  the  estimated  average  health  spending  per  child  next  year 
will  be  $2,875. 26  This  is  about  40  percent  below  the  per-capita  cost  of  people  ages  19  to 
44,  and  one-seventh  of  the  estimated  health  spending  for  seniors  ($19,370).  Compared  to 
other  age  groups,  health  spending  for  children  tends  to  be  more  skewed,  meaning  that 
most  health  spending  is  concentrated  among  a  few  high-cost  cases,  typically  among 
infants.  In  addition,  children  have  a  greater  need  for  prevention  and  primary  care  than  do 
most  adults. 
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Of  the  nation's  health  spending  for  children,  about  35  percent  is  publicly 
financed.  This  is  nearly  half  the  proportion  of  health  spending  on  seniors  financed  by  the 
public  (65.5%,  calculated  before  the  implementation  of  the  Medicare  drug  benefit).  The 
U.S.  government  also  finances  a  lower  share  of  health  care  than  of  education  for  children. 
In  dollar  terms,  next  year,  the  government  will  finance  roughly  $1,000  per  child  for 
health  care  costs.  Since  most  of  that  spending  is  through  Medicaid  and  SCHIP  which  are 
matching  programs,  the  federal  share  of  this  is  below  $1,000  per  child. 

Is  this  investment  worth  it?  No  cost-benefit  analysis  exists  to  put  the  value  of 
children's  coverage  into  dollar  terms.  However,  some  comparisons  can  help  put  the 
investment  into  perspective.  This  $1,000  per  child  is  less  than  cost  of  a  day  in  the 
hospital  or  a  year's  worth  of  medications  for  chronic  conditions.  It  is  a  fraction  of  what 
we  spend  per  person  in  the  last  year  of  life.  We  spend  more  to  protect  children  from  the 
threat  of  terrorism  than  disease  or  disability  which  statistically  are  more  probable  and 
equally  devastating.  And,  the  long-term  benefit  could  far  exceed  the  short-term  cost  of 
investing  in  children's  health.  One  of  the  most  distressing  studies  in  recent  years 
concluded  that,  for  the  first  time  in  a  century,  our  children's  life  expectancy  could  be 
shorter  than  our  own,  largely  due  to  the  obesity  epidemic.27  Not  surprisingly,  experts 
suggest  that  poor  child  health  now  could  be  the  major  cost  driver  in  Medicare  in  the 
future.  This  suggests  that  not  only  is  the  current  investment  in  children's  coverage  worth 
it,  but  more  is  needed  to  prevent  long-run  disability  and  cost. 

Yet,  as  we  look  at  the  proposals  in  front  of  this  Congress,  some  would  suggest  a 
real  reduction  in  the  public  investment  in  children's  health  coverage.  The  President's 
budget  proposes  to  spend  about  a  $1  billion  more  per  year  for  children's  coverage.  This 
amount,  according  to  most  experts,  is  not  enough  to  maintain  the  current  level  of 
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coverage  provided  to  children,  given  population  and  health  spending  growth  trends.  This 
would  result  in  a  decline  in  real  terms  of  the  federal  investment  in  children's  health 
insurance  coverage.  Since  low-income  families  often  have  no  alternative  source  of 
affordable  coverage,  the  number  of  uninsured  children  could  rise  as  well. 

Even  if  Congress  were  to  fund  the  program  at  the  amount  needed  to  maintain 
current  services,  this  would  not  be  enough  to  reach  uninsured  children  eligible  for 
Medicaid  and  SCHIP.  About  9  million  children  in  the  U.S.  remain  uninsured,  and  about 
6  million  of  them  are,  today,  eligible  for  Medicaid  or  SCHIP.  To  use  simple  math,  if  the 
federal  cost  per  child  were  $1,000,  then  $6  billion  more  per  year  would  be  needed  to 
fulfill  these  programs'  promise.  This  estimate  is  low  since  some  states  would  need 
assistance  in  financing  this  coverage.  For  example,  the  federal  matching  rate  might  need 
to  be  increased  to  help  states  with  low  resources  afford  their  share  of  increased 
enrollment  due  to  outreach. 

And,  if  policy  makers  decide  to  do  what  was  done  over  40  years  ago  for  seniors  - 
guarantee  coverage  for  all  children  -,  new  options  as  well  as  assistance  would  be  needed. 
In  the  last  decade,  the  proportion  of  middle-income  children  who  lack  health  insurance 
has  grown  with  the  erosion  of  employer-based  coverage  for  them  and  their  parents. 
Providing  insurance  options  for  such  children  that  is  comprehensive  and  affordable 
would  require  additional,  shared  financial  responsibility. 

Calculating  the  federal  cost  of  the  options  before  Congress  on  children's  health 
insurance  is  relatively  easy  and  will  be  done  by  the  Congressional  Budget  Office  and 
others.  But  the  benefits  of  the  federal  investment  in  children's  health  coverage  are 
difficult  to  tabulate  in  dollar  terms  or  within  a  five-year  budget  window.  This  does  not 
mean  that  they  are  any  less  real:  the  research  is  conclusive  that  covering  children 
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improves  access  to  care,  health,  and  the  lifelong  prospects  of  children.  This  value  for  the 
investment  is  high,  which  is  why  leaders  in  medicine,  business,  and,  increasingly, 
government  are  calling  for  covering  all  Americans  as  well  as  all  children. 


The  Importance  of  the  Structure  of  Funding  for  Children's  Coverage 

The  last  point  in  this  testimony  is  that  the  structure  as  well  as  the  level  of  federal 
funding  matters  when  it  comes  to  children's  coverage.  We  know  from  experience  that 
Medicaid's  funding  structure  allows  it  to  adapt  to  unexpected  trends.  Federal  Medicaid 
funding  growth  slowed  to  3  percent  in  1996  as  health  costs  and  enrollment  dropped  due 
to  the  strong  economy.  And  it  surged  by  14  percent  in  2002  as  a  recession  caused 
layoffs,  increasing  the  number  of  families  eligible  for  the  program.  In  addition,  Medicaid 
funding  offers  a  level  of  predictability  to  both  families  and  states  that  has  contributed  to 
the  program's  high  participation  rate.  In  2002,  an  estimated  82  percent  of  children 
eligible  for  Medicaid  participated  in  it.28 

SCHIP  has  a  different  financing  structure.  Unlike  Medicaid,  SCHIP  matching 
payments  are  subject  to  annual,  state-based  caps.  The  SCHIP  legislation  allows  $5  billion 
to  be  allocated  to  states  in  FY  2007.  The  amount  is  divided  into  state  allotments.  The 
formula  for  allotments  is  based  on  two  factors:  each  state's  "number  of  children"  and 
"state  cost  factor."  The  number  of  children  is  an  equal  blend  of  the  number  of  uninsured 
children  with  the  overall  number  of  low-income  children  in  the  state.  The  state  cost 
factor  takes  into  account  geographic  variation  in  wages.  Allotments  may  be  used  for  the 
current  fiscal  year  and  two  subsequent  years  if  unspent.  Unspent  allotments  after  that  are 
redistributed  to  others  that  may  need  the  funds. 
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This  recycling  meant  that,  prior  to  FY  2006,  states  generally  had  sufficient  funds 
to  continue  coverage  even  though  some  states'  annual  allotments  were  less  than  their 
annual  spending.  However,  because  program  spending  growth  has  outstripped  that  of  the 
total  federal  allotment,  the  amount  available  for  redistribution  has  dropped.  In  FY  2007, 
an  estimated  1 7  states  face  shortfalls,  some  of  which  were  filled  by  changes  in  the 
redistribution  formula  in  legislation  passed  by  Congress  in  December's  lame-duck 
session  (P.L.  109-432).29  Georgia  reports  that  it  will  close  enrollment  in  its  program, 
PeachCare,  on  March  1 1  due  to  a  shortage  of  federal  funds.  A  study  of  one  state's 
experience  with  waiting  lists  found  that  nearly  all  families  reported  economic  hardship  as 
a  trade-off  for  securing  health  care  for  their  children.30 

When  it  reauthorizes  SCHIP,  Congress  could  work  within  the  program's  current 
structure  to  mitigate  the  allocation  problems  that  have  emerged.  Raising  the  overall  level 
of  federal  funding — by  increasing  the  total  allotment  to  keep  pace  with  medical  inflation, 
projected  enrollment  growth,  and/or  national  health  expenditure  growth — is  one  way  to 
do  this.  Adjustments  must  also  be  made  to  the  base-year  funding,  recognizing  that 
federal  spending  on  SCHIP  now  exceeds  the  $5  billion  federal  allotment  on  the  books. 

In  addition,  several  proposals  have  emerged  on  different  ways  of  allocating  the 
aggregate  level  of  funding.  Some  involve  technical  changes,  for  example,  switching  to 
more  stable  data  sources.  Others  have  policy  significance.  For  example,  the  current 
formula  blends  states'  low-income  uninsured  children  and  already-insured  children.  If 
SCHIP  went  back  to  allocating  funds  based  only  on  the  number  of  uninsured  children, 
states  would  get  less  funds  as  they  insure  more  children — a  potential  disincentive  for 
aggressive  enrollment  policies.  Rhode  Island,  for  example,  has  one  of  the  lowest 
uninsured  rates  in  the  country  but  spends  the  most  relative  to  its  allotment.  An  allotment 
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formula  weighted  toward  states  with  large  numbers  of  uninsured  would  lower  Rhode 
Island's  federal  SCHIP  funding  and  make  it  difficult  to  sustain  its  level  of  children's 
coverage.  Alternatively,  given  the  budget  deficit  and  fiscally  tight  environment,  some 
experts  argue  that  all  available  funding  should  be  targeted  toward  those  that  need  it 
most.31  Other  ideas  include  basing  part  of  the  allocation  on  historical  spending  and 
dropping  the  state  health  cost  factor.32 

However,  the  fact  is  that  health  care  is  notoriously  unpredictable  and,  in  my 
opinion,  a  "perfect  block  grant"  for  children's  health  coverage  cannot  be  designed.  In  a 
study  of  the  predictability  of  Medicaid  spending,  I  found  that  the  Congressional  Budget 
Office's  forecast  of  Medicaid  spending  only  three  years  into  the  future  was,  once,  28 
percent  too  high  and,  in  another  year,  3 1  percent  too  low.33  Actual  enrollment  growth  and 
medical  inflation  explained  only  about  30  percent  of  spending  growth  over  a  30-year 
period.  Beyond  the  challenges  of  predicting  health  cost  trends  in  the  aggregate,  the  federal 
cost  of  coverage  for  low-income  children  is  sensitive  to  state  policy  and  trends.  In  any 
given  year,  some  states  expand  and  others  contract  coverage,  and  changes  occur  in 
enrollment  processes,  outreach,  and  access  to  private  coverage,  all  of  which  affect 
enrollment  and  costs.  This  makes  accurate  allocation  of  funding  to  states  next  to 
impossible. 

So,  beyond  intricate  formulas  aimed  to  target  funding,  Congress  might  consider  two 
other  options.  One  is  allowing  actual  enrollment  to  play  a  roll  in  allocating  funding  for 
children's  coverage.  State  allotments  could  be  adjusted  for  their  performance  in  enrolling 
eligible  children  (e.g.,  using  a  "reinsurance"  approach  or  increased  federal  matching 
payments  if  performance  targets  are  met).  States  would  still  face  limits  on  federal 
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matching  payments  in  SCHIP,  but  allowing  adjustments  for  enrollment  would  reduce 
states'  incentives  to  use  waiting  lists  and  lower  eligibility  limits  in  the  face  of  such  limits. 

Second,  policymakers  might  consider  eliminating  the  cap  on  federal  matching 
payments  altogether.  This  would  align  SCHIP's  financing  structure  with  Medicaid's. 
The  current  higher  matching  rate  for  SCHIP  children's  coverage  could  continue,  or  it 
could  be  blended  with  the  rate  for  Medicaid  children.  Eliminating  allotments  would 
probably  also  mean  eliminating  higher  matching  rates  for  adults  through  SCHIP  waivers, 
as  there  would  no  longer  be  extra  allotments  used  for  other  populations.  This  option 
would  remove  the  contradiction  of  the  federal  government  promoting  outreach  while 
limiting  its  own  financial  liability  for  resulting  costs.  It  shares  in  the  cost  of  covering  all 
children  in  states  that  decide  to  do  so.  While  a  departure  from  current  program  structure, 
lifting  the  SCHIP  allotments  might  better  enable  states  to  meet  the  program  goals. 

Conclusion 

The  most  notable  health  policy  accomplishment  of  this  Congress  may  be  its 
legislation  on  children's  health  insurance  coverage.  The  year  2007  marks  the  10th 
anniversary  of  SCHIP:  a  successful,  bipartisan,  federal-state  collaboration  that  improved 
the  nation's  health  coverage.  SCHIP  and  Medicaid  contributed  to  a  one-third  reduction 
in  the  rate  of  low-income,  uninsured  children  between  1997  and  2005. 34  Yet,  SCHIP's 
expiration  in  2007  will  force  policymakers  to  revisit  its  investment  in  children's  health 
insurance  coverage.  Much  of  this  debate  will  be  couched  in  budget  terms,  focusing  on 
the  amount  of  the  increase  in  federal  spending  on  health  insurance  for  children. 
However,  other  costs  should  be  considered  as  well.  Inadequate  federal  support  could 
mean  increased  costs  to  states  that  do  not  consider  scaling  back  on  children's  coverage  an 
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option.  Private  health  insurance  costs  could  increase  from  the  cost  shifting  of 
uncompensated  care  and,  eventually,  Medicare  costs  could  rise  as  children  with 
unattended  health  problems  become  seniors  with  chronic  disease.  Families  could  pay  for 
the  cost  of  care  for  their  uninsured  children  and,  for  those  that  delay  it,  higher  costs 
associated  with  worsened  problems.  And,  ultimately,  children  themselves  would  bear  the 
greatest  cost  in  the  form  of  preventable  suffering  and  limitations  on  their  lifelong 
prospects. 

That  said,  I  am  optimistic  that  the  leadership  of  this  Committee  that  succeeded  in 
expanding  coverage  for  children  a  decade  ago  will  do  so  again.  This  nation  is  ready  for 
change  and,  I  believe,  will  support  efforts  to  make  high-quality  health  insurance 
affordable  and  available  to  all  children,  as  well  as  all  Americans. 
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My  name  is  Nina  Owcharenko.  I  am  Senior  Health  Policy  Analyst  at  The  Heritage 
Foundation.  The  views  I  express  in  this  testimony  are  my  own,  and  should  not  be 
construed  as  representing  any  official  position  of  The  Heritage  Foundation. 

Children's  Health  Insurance  Coverage 

Health  care  coverage  for  children  is  important.  Without  it,  children  suffer  and  society 
pays.  One  study  reports  that  54  percent  of  children  without  coverage  have  not  received 
any  well-child  visits  and  3 1  percent  have  not  seen  a  doctor  in  the  past  year,  compared  to 
only  9  percent  and  26  percent  for  children  with  insurance  coverage.1  When  an  uninsured 
child  does  access  the  health  care  system,  it  is  usually  in  a  very  inefficient  and  costly 
manner.  The  cost  of  uncompensated  care — treating  those  without  coverage —  cost 
taxpayers  an  estimated  $34.6  billion  in  federal,  state,  and  local  spending  in  2004.2  Thus, 
this  phenomenon  does  not  just  harm  children,  but  impacts  society  as  a  whole. 

Defining  Uninsured 

Today's  health  care  system  is  a  mix  of  private  and  public  coverage.  According  to  the 
most  recent  U.S.  Census  data,  68  percent  of  the  population  receives  their  health  insurance 
through  the  private  sector — predominately  through  the  place  of  work — and  27  percent 


'Campaign  for  Children's  Health  Care,  "No  Shelter  from  the  Storm:  America's  Uninsured  Children," 

September  2006,  p.  9,  at  w\vwxhi]drensheaIthcampai^n.org/tools/reports/"Unmsured-Kids-report.pdf. 

2  Jack  Hadley  and  John  Holahan,  "The  Cost  of  Care  for  the  Uninsured:  What  Do  We  Spend,  Who  Pays,  and 

What  Would  Full  Coverage  Add  to  Medical  Spending?"  Kaiser  Commission  on  Medicaid  and  the 

Uninsured  Issue  Update,  May  10,  2004,  p.  3,  at  www.kiY.org/uninsured/uploa^The-Cost-of-Care-for-the- 

Uninsured-What-Do-We-Spend-Who-Pays-and-What-Would-Full-Coverage-Add-to-Medical- 

Spendmg.pdf. 

2 


83 

receive  their  care  through  the  public  sector/  This  leaves  an  estimated  15  percent  of 
people  without  health  care  coverage.4 

The  results  for  children  are  similar.  Over  60  percent  obtain  coverage  through  the  private 
sector  employer-based  system  and  5  percent  obtain  coverage  directly  through  the  private 
market.5  29.7  percent  obtain  care  through  the  public  sector,  of  which  the  overwhelming 
portion  (27  percent)  receives  care  through  Medicaid  and  SCHIP.6  The  remaining  1 1 
percent  of  children  are  considered  uninsured.7 

While  significant,  it  is  important  to  note  that  there  are  a  variety  of  ways  of  counting  the 
uninsured.  The  commonly  referenced  Census  figures  reflect  an  individual's  coverage 
status  at  a  specific  point  in  time.  However,  there  are  other  ways  of  counting  the 
uninsured.  For  example,  besides  measuring  coverage  at  a  specific  point  in  time,  other 
typical  and  useful  measures  include  the  number  of  people  uninsured  for  the  entire  year 
and  the  number  uninsured  at  any  time  during  the  year.  According  to  a  Congressional 
Budget  Office  analysis  of  the  uninsured,  26.8  percent  of  children  were  uninsured  "at  any 
time"  in  1998,  but  only  7.3  percent  were  uninsured  "all  year."8  Moreover,  children  are 
more  likely  to  have  shorter  periods  of  uninsurance  than  adults.9 


3Carmen  DeNavas-Walt,  Bernadette  D.  Proctor,  and  Cheryl  Hill  Lee,  "Income,  Poverty,  and  Health 
Insurance  Coverage  in  the  United  States:  2005,"  U.S.  Department  of  Commerce,  U.S.  Census  Bureau, 
August  2006,  p.  2 1 ,  at  www.census.gov/prod/2Q06pubs/p60-23 1  .pdf. 
"Ibid. 

5Ibid,  p.  69. 

*Ibid 

7Ibid. 

Congressional  Budget  Office,  "How  Many  People  Lack  Health  Insurance  and  for  How  Long,"  May  2003, 
p.  7,  at  www.cbo.gov/ftpdocs/42xx/doc42 10/05- 1 2-Uninsured.pdf. 
W,  p.  9. 


84 

Uninsured  Children 

By  Age 

Interestingly,  by  age  group,  uninsured  children  actually  had  lower  uninsurance  rates  than 
other  age  group.  Adults  between  the  ages  of  18  and  24  ranked  the  highest  with  3 1  percent 
uninsured,  followed  by  those  between  25  and  34  with  26  percent  uninsured,  those 
between  35  and  44  with  19  percent,  and  finally  those  between  45  and  64  percent  with  15 
percent. 10  As  mentioned,  1 1  percent  of  children  (below  18  years  of  age)  are  uninsured. 1 1 

By  Family  Income 

According  to  estimates  by  Paul  Fronstin  at  the  Employer  Benefit  Research  Institute,  an 
estimated  32  percent  of  uninsured  children  are  in  families  with  income  below  federal 
poverty;  33  percent  in  families  with  incomes  between  100  and  200  percent  federal 
poverty;  19  percent  between  200  and  300  percent  federal  poverty;  and  17  percent  above 
300  percent  federal  poverty.12  Of  note,  the  largest  growing  segments  of  uninsured  are 
among  middle  and  upper  income  families. 13 

By  Family  Work  Status 

Fronstin  analysis  also  found  that  of  children  without  coverage,  68  percent  were  in 
families  with  a  full-time,  full-year  worker;  5  percent  of  uninsured  children  were  in 
families  with  a  part-time,  full-year  worker;  6  percent  were  in  families  with  a  full-time, 


,0DeNavas-Walt  et  al,  p.  22. 
nIbid. 

12Paul  Fronstin,  "Sources  of  Health  Insurance  and  Characteristics  of  the  Uninsured:  Analysis  of  the  March 
2006  Current  Population  Survey,"  Employee  Benefit  Research  Institute  Issue  Brief  No.  298,  October  2006, 

p.  23,  at  www.ebri.org/pdf/briefspdt/EBRI  IB  10a-20061.pdf. 

3  Devon  Herrick,  "Crisis  of  the  Uninsured:  2006  Update,"  National  Center  for  Policy  Analysis  Brief 
Analysis  No.  568,  September  6, 2006,  www.ncpa.org/pub/ba/ba568. 
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part-year  worker;  and  4  percent  were  in  families  with  a  part-time,  part-year  worker.14 
Only  17  percent  of  uninsured  children  were  in  a  family  with  no  worker. 15 

Obstacles  to  Existing  Coverage 

Obviously,  the  current  patchwork  system  of  public  and  private  health  insurance  does  not 
work  for  everyone,  including  children. 

Private  Sector  Shortfalls 

As  noted,  an  overwhelming  percent  of  uninsured  children  are  part  of  a  working 
household  where  at  least  one  family  member  has  a  job.  However,  having  a  job  does  not 
guarantee  coverage  for  workers  or  dependents.  An  employer  may  not  offer  coverage,  as 
is  common  in  the  small  business  sector.  A  worker  may  not  be  eligible  for  employer 
coverage  due  to  waiting  periods  or  work  status.  Finally  some  workers  simply  choose  not 
to  participate  in  employer  coverage.  64  percent  of  workers  who  did  not  participate  in 
employer  coverage  cited  cost  as  reason. 16 

Obtaining  family  coverage  outside  the  place  of  work  can  also  be  difficult.  The  federal  tax 
code  discriminates  against  those  who  do  not  obtain  coverage  through  their  places  of 
work.  Unlike  under  the  employer-based  system,  where  the  full  value  of  the  health  benefit 
is  excluded  from  a  workers'  taxable  income,  individuals  purchasing  coverage  on  their 
own  do  not  receive  such  a  tax  break  and  must  use  after-tax  dollars  to  buy  coverage. 


14Fronstin,  p.  24. 
%id. 

l%id.,p.  16. 
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Moreover,  states  regulate  the  individual  market,  which  directly  impacts  those  purchasing 
coverage  in  their  own.  Well-intentioned  but  costly  one-size- fits-all  state  regulations  can 
make  coverage  unaffordable,  especially  for  those  with  limited  incomes.  The  Council  of 
Affordable  Health  Insurance  estimates  that  mandates,  for  example,  can  increase  the  cost 
of  health  insurance  by  20  to  50  percent,  depending  on  the  mandate  and  state.17 


Public  Sector  Shortfalls 

The  public  sector  also  has  its  share  of  shortfalls  in  reaching  uninsured  children,  as 
illustrated  by  the  number  of  children  eligible  for  but  not  enrolled  in  Medicaid  and  SCHIP. 
The  Kaiser  Family  Foundation  estimates  that  74  percent  of  uninsured  children  are  eligible 
for  Medicaid  or  SCHIP.18 


It  is  common  knowledge  that  access  troubles  these  public  programs.  The  number  of 
doctors  who  will  see  new  Medicaid  patients  continues  to  decline.  In  a  recent  analysis  of 
Medicaid  physicians,  15  percent  of  pediatric  physicians  were  not  accepting  any  new 
Medicaid  patients,  an  increase  from  the  previous  year. 19  Moreover,  the  implications  of 
limited  access  to  care  results  in  more  Medicaid  and  SCHIP  enrollees  showing  up  at  the 
emergency  room.  Research  has  found  that  Medicaid  and  SCHIP  ER  visits  account  for 
over  80  percent  of  hospital  admissions.  20 


Victoria  Craig  Bunce,  JP  Wieske,  and  Vlasta  Prikazsky,  "Health  Insurance  Mandates  in  the  States  2006," 
Council  for  Affordable  Health  Insurance,  March  2006, 
www.cahi.org/cahi  contents/ resources /pdf/MandatePub2006.pdf. 

l8John  Holahan,  Allison  Cook,  and  Lisa  Dubay,  "Characteristics  of  the  Uninsured:  Who  Is  Eligible  for 
Public  Coverage  and  Who  Needs  Help  Affording  Coverage,"  Kaiser  Commission  on  Medicaid  and  the 
Uninsured,  February  2007,  p.  4,  at  ww.kff.org/uninsured'upload/76 1 3.pdf. 

19Peter  Cunningham  and  Jessica  May,  "Medicaid  Patients  Increasingly  Concentrated  Among  Physicians," 
Center  for  Studying  Health  System  Change  Tracking  Report  No.  16,  August  2006,  p.  3,  at 

hschange.orgCONTENT/866/866.pdf. 

20  John  S.  O'Shea,  MD,  "The  Crisis  in  Hospital  Emergency  Departments:  The  Burden  of  Federal 
Regulation,"  The  Heritage  Foundation  Backgrounder,  formcorning. 
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Cost  is  another  factor.  Federal  and  state  spending  on  public  programs,  such  as  Medicaid, 
are  consuming  a  greater  share  of  the  budget.  According  to  the  National  Governors 
Association,  Medicaid  is  now  the  largest  state  budget  item,  surpassing  educational, 
transportation  and  other  key  state  functions.21  At  the  federal  level,  federal  spending  on 
health  care  is  also  increasing  at  an  unmanageable  pace.  By  2015,  health  care  spending 
will  consume  20  percent  GDP,  and  the  government's  share  will  be  one-half.22 


Finally,  public  program  expansions  also  impact  the  stability  of  private  coverage. 
Research  has  shown  a  direct  correlation  between  the  expansion  of  government  public 
programs  and  the  decline  in  private  health  insurance.  Most  recently,  Jonathan  Gruber  and 
Kosali  Simon  found  that  "the  number  of  privately  insured  falls  by  about  60  percent  as 
much  as  the  number  of  publicly  insured  rises."23  Gruber  and  Simon  also  concluded  that 
the  "crowd  out"  phenomenon  is  far  more  dramatic  when  considering  the  entire  family. 
Thus,  expansions  reduce  private  insurance  options  for  family  members  more  rapidly.24 


Strategies  for  Addressing  the  Shortfalls  of  the  Current  System 

Policymakers  should  focus  on  solutions  to  improve  the  function  of  the  private  and  public 
sectors  that  will  help  families  obtain  coverage  and  control  their  health  care  decisions. 


2 'National  Governors  Association  and  National  Association  of  State  Budget  Officers,  "The  Fiscal  Survey  of 
States,"  December  2006,  p.  1,  at 

www.nasbo.ore/Pub1ications/PDFs/Fall%202006%20Fiscal%20Survev%20of>/o20States.pdf. 
22Christine  Boger  et  ai,  "Health  Spending  Projections  Through  2015:  Changes  on  the  Horizon,"  Health 
Affairs  Web  Exclusive,  March-April  2006,  exhibit  3,  p.  W-64,  at 
content.healthaffairs.org/'?cgi/reprint/25/2/w61  (subscription  required). 

23  Jonathan  Gruber  and  Kosali  Simon,  "Crowd-Out  Ten  Years  Later:  Have  Recent  Public  Insurance 
Expansions  Crowded  Out  Private  Heath  Insurance?"  National  Bureau  of  Economic  Research  Working 
Paper  No.  12858,  January  2007,  p.  2,  at  www,  nber.org/papers/ w  1 2858. 
2AIbid.,  p.  28. 
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Private  Sector 

-  Fix  the  tax  treatment  of  health  insurance,  One  of  the  primary  roles  of  the 
federal  government  is  the  federal  tax  code.  President  Bush  has  recently  put 
forth  a  bold  policy  initiative  to  remove  the  distortion  of  the  tax  code  with 
regard  to  the  tax  treatment  of  health  insurance.  Federal  policymakers  should 
seize  this  unique  opportunity  and  build  on  the  President's  proposal  by 
adopting  refundable,  advanceable  tax  credits.  These  tax  credits  could  be 
designed  to  assist  families  in  enrolling  their  children  in  dependent  coverage 
through  the  place  of  work  or  the  non-employer  market. 

-  Promote  an  alternative  to  employer-based  coverage.  As  noted,  not  all 
families  fit  into  the  employer-based  system.  Although  insurance  reform  is 
primarily  the  responsibility  of  state  policymakers,  there  are  some  federal  tools 
that  can  expand  individual  access  to  affordable  coverage.  Federal 
policymakers  should  look  for  ways  to  encourage  individuals  to  obtain  health 
care  coverage  of  their  own  choice  and  help  to  facilitate  a  more  robust  non- 
employer  marketplace.  Such  policies  could  encourage  innovative  approaches 
that  preserve  the  benefits  of  pooling,  but  promote  more  personal  and  portable 
coverage. 

Public  Sector 

-  Add  greater  choice  for  enrollees.  The  traditional  public  health  care  design 
depends  on  a  one-size-fits-all  approach.  Balancing  financing  and  design  can 
be  difficult  and  undoubtedly  results  in  coverage  that  does  not  meet  everyone's 
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needs.  The  Deficit  Reduction  Act  increased  flexibility  for  states  to  tailor 
health  care  services  to  enrollees.  Federal  policymakers  should  build  on  this 
first  step  by  giving  enrollees  more  choices  from  competing  networks  and 
insurers  for  the  delivery  of  their  care.  Moreover,  individual  enrollees  should 
have  the  freedom  to  use  their  existing  public  program  allocation  and  purchase 
private  coverage  through  the  marketplace,  which  would  help  many  low- 
income  children  mainstream  into  the  private  market  with  their  families. 


-    Adopt  more  patient-centered  models.  Due  to  the  bureaucratic  structure  of 
the  public  programs,  enrollees  have  little  say  in  the  type  or  way  services  are 
delivered,  and  many  are  promised  a  set  of  benefits  but  do  not  always  receive 
them.  The  Cash  and  Counseling  initiative  in  Medicaid  is  a  successful  example 
of  creating  a  more  patient-centered  approach  to  care  in  Medicaid.  Federal 
policymakers  should  use  this  model  to  give  enrollees  greater  control  in 
determining  the  care  and  services  they  receive  and  from  whom. 


Federalism 

-    Support  state-based  innovations.  In  light  of  the  federal  gridlock  on  health 
care  policy,  many  states  have  begun  to  take  the  lead  on  health  care  reform.  In 
some  respects,  this  makes  sense.  There  is  great  diversity  at  the  state  level,  and 
blanket  federal  policies  can  have  varying  impacts  and  outcomes  depending  on 
the  state.25  Thus,  federal  policymakers  should  encourage  state  innovation  and 

^Sherry  Glied  and  Douglas  Gould,  "Variations  in  the  Impact  of  Health  Coverage  Expansion  Proposal 
Across  States,"  Health  Affairs  Web  Exclusive,  June  7,  2005,  at 
content.healthaffairs.org/cgi/repnnt/hlthaff.w5.259vl  (subscription  required). 
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consider  providing  federal  tools  to  assist  states  in  addressing  the  unique  needs 
of  their  states. 


Conclusion 

Addressing  the  lack  of  health  insurance  among  children  is  important.  One  of  the  best 
ways  to  begin  to  tackle  the  solution  is  to  address  the  shortfalls  in  the  overall  health  care 
system.  Policy  initiatives  should  focus  on  changes  to  the  private  and  public  health  care 
system  that  increase  coverage  options  and  personal  control.  Such  policy  solutions  will  not 
only  address  the  needs  of  children,  but  improve  the  health  of  the  system  for  all 
Americans. 


10 


91 

1 

Chairman  Pallone,  Mr.  Deal,  and  other  members  of  the  Subcommittee,  my  name 
is  Chris  Peterson,  and  I  am  a  Specialist  in  Social  Legislation  with  the  Congressional 
Research  Service  (CRS).  Thank  you  for  the  opportunity  to  testify  about  the 
characteristics  of  children  in  the  U.S.  without  health  insurance. 

I  would  like  to  begin  by  describing  current  estimates  of  children's  health 
insurance  coverage  and  how  they  have  changed  in  the  past  10  years.  Over  that  period, 
private  health  insurance  among  children  has  declined,  but  public  coverage  has  increased 
—  in  fact,  more  than  offsetting  the  declines  in  private  health  insurance.  I  will  present 
some  estimates  on  the  extent  to  which  the  declines  in  private  health  insurance  are  related 
to  public  health  insurance  expansions.  I  will  also  point  to  research  that  shows, 
particularly  for  children,  that  health  insurance  is  beneficial  not  only  because  it  provides 
financial  coverage  but  also  because  it  can  help  to  establish  a  usual  source  of  care  for 
children  —  something  that  is  considered  critical  for  children's  health  outcomes.  Despite 
these  potential  benefits,  millions  of  uninsured  children  who  are  eligible  for  public  and/or 
private  coverage  remain  uninsured.  I  conclude  with  some  of  the  reasons  why  this  might 
be  the  case  and  what  options  might  be  available  to  address  this. 

Estimates  of  Children's  Health  Insurance  Coverage 

The  latest  estimates  from  2005  indicate  that  there  are  47  million  uninsured  people 
in  the  United  States,  9  million  of  whom  are  children  (under  age  19).1  More  than  half  of 
uninsured  children  were  in  a  two-parent  family,  and  60%  of  uninsured  children  were  in  a 

'CRS  Report  96-891,  "Health  Insurance  Coverage:  Characteristics  of  the  Insured  and  Uninsured 
Populations  in  2005,"  by  Chris  L.  Peterson,  August  30,  2006,  based  on  Current  Population  Survey  data. 
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family  where  a  parent  worked  full-time  for  the  entire  year  (Figure  1  at  the  end  of  the 
written  testimony) . 

Table  1.  Health  Insurance  Coverage  of  Children  (Under  Age  18), 

1996  and  2005 


All  children  (<18> 

1996     |  2005 

Percentage- 
point  Change 

Private  63% 

58% 

-5 

Public       j  21% 
Uninsured  j  16% 

31% 
1 1% 

+  10 
-5 

Non-Hispanic  white  children 

j  Percentage- 
1996         2005      point  Change 

Private  74% 
Public       I  14% 

"  72o/o 
21% 

"  -2" 

 *r 

Uninsured  j  13% 

8% 

-5 

Non-Hispanic  black  children 

Percentage- 


1996 

2005 

point  Change 

Private 

42% 

41% 

-1 

Public 

41% 

50% 

+9 

Uninsured 

18% 

-6 

r  ^ 

Hispan 

ic  children 

! 

1996 

2005 

Percentage- 
point  Change 

Private 

39% 

31% 

-9 

Public 

33% 

48%  " 

+  16 

Uninsured 

28% 

20% 

-8 

Source:  Jeffrey  A.  Rhoades,  "Health  Insurance  Status  of  Children  in  America,  First  Half  1996-2005: 
Estimates  for  the  U.S.  Civilian  Noninstitutionalized  Population  under  Age  18,"  Agency  for  Healthcare 
Research  and  Quality  Statistical  Brief  #131,  June  2006.  Jessica  P.  Vistnes  and  Jeffrey  A.  Rhoades, 
"Changes  in  Children's  Health  Insurance  Status,  1996-2005:  Estimates  for  the  U.S.  Civilian 
Noninstitutionalized  Population  under  Age  18,"  Agency  for  Healthcare  Research  and  Quality  Statistical 
Brief  #141,  September  2006. 


Between  1996  and  2005,  the  percentage  of  children  who  are  uninsured  has  fallen 
from  16%  to  1 1%  (Table  1).  This  5  percentage  point  drop  occurred  in  spite  of  the  fact 


that  employer-sponsored  coverage  rates  among  children  also  fell  by  5  percentage  points 
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(from  63%  in  1996  to  58%  in  2005).  This  overall  decline  in  the  uninsured  is  due  to  an 
increase  in  the  prevalence  of  public  health  insurance  (from  21%  of  children  covered  in 
1996  to  31%  in  2005).2 

The  changes  in  children's  sources  of  health  insurance  vary  dramatically  by 
race/ethnicity.  For  example,  among  (non-Hispanic)  white  and  black  children,  private 
coverage  did  not  change  significantly  between  1996  and  2005.  However,  significant 
increases  in  public  health  insurance  among  white  and  black  children  significantly 
reduced  their  rate  of  uninsurance.  Among  Hispanics,  the  decline  in  private  coverage  was 
large  between  1996  and  2005.  However,  because  the  increases  in  public  coverage  were 
even  larger,  the  percentage  of  uninsured  Hispanic  children  also  dropped.3 

A  decade  ago,  in  36%  of  married  working  families  (with  children)  without  an 
employer  offer  of  health  insurance,  all  family  members  were  uninsured.  That  percentage 
dropped  to  23%  by  2005,  and  families  with  partial  coverage  (some  family  members 
without  health  insurance,  some  with)  rose  from  29%  in  1997  to  40%  in  2005,  according 
to  new  research  by  the  Agency  for  Healthcare  Research  and  Quality  (AHRQ).  The  same 
trend  is  true  among  single-parent  working  families  without  an  employer  offer.  In  1997, 
24%  of  these  families  had  the  entire  family  uninsured.  The  percentage  has  dropped  to 
17%,  with  partial  coverage  rising  from  32%  in  1997  to  41%  in  2005.4 

Jeffrey  A.  Rhoades,  "Health  Insurance  Status  of  Children  in  America,  First  Half  1996-2005:  Estimates  for 
the  U.S.  Civilian  Noninstitutionalized  Population  under  Age  18,"  Agency  for  Healthcare  Research  and 
Quality  Statistical  Brief  #13 1 ,  June  2006. 

'Jessica  P.  Vistnes  and  Jeffrey  A.  Rhoades,  "Changes  in  Children's  Health  Insurance  Status,  1996-2005: 
Estimates  for  the  U.S.  Civilian  Noninstitutionalized  Population  under  Age  1  8,"  Agency  for  Healthcare 
Research  and  Quality  Statistical  Brief#141,  September  2006. 

*  Jessica  P.  Vistnes  and  Barbara  Schone,"Pathways  to  Health  Insurance  Coverage:  The  Changing  Role  of 
Public  and  Private  Sources,"  working  paper,  2007. 


Estimates  of  the  Relationship  Between  Declining  Private 
Coverage  and  Increasing  Public  Coverage 

The  State  Children's  Health  Insurance  Program  (SCHIP),  which  was  created  by 
the  Balanced  Budget  Act  of  1997  (BBA  97),  receives  much  of  the  credit  for  the  increases 
in  public  coverage  among  children  over  the  past  decade.  Before  SCHIP,  the  states'  most 
common  upper-income  eligibility  level  for  children  1  to  5  years  old  was  133%  of  poverty 
through  Medicaid.  For  15-year-olds,  states'  most  common  upper-income  eligibility  level 
for  public  coverage  was  100%  of  poverty.5  Now,  the  most  common  upper-income 
eligibility  level  for  states'  public  coverage  of  children  of  all  ages  is  200%  of  poverty 
through  SCHIP  (approximately  $35,000  for  a  family  of  three). 

One  of  the  questions  this  raises  —  and  one  that  was  raised  as  SCHIP  was  being 
developed  a  decade  ago  —  is  the  extent  to  which  expanded  public  coverage  might  lead  to 
an  erosion  of  private  coverage,  particularly  as  eligibility  is  extended  up  the  income  scale. 
Even  today,  researchers  produce  SCHIP-related  estimates  of  "crowd-out"  that  vary 
widely  and  are  highly  dependent  on  the  analytic  assumptions  made.6 

Congress  mandated  an  evaluation  to  look  into  this  issue,  among  others.  The 
evaluation  found  that  28%  of  recent  SCHIP  enrollees  had  private  health  insurance  at 
some  point  during  the  six  months  before  enrolling  in  SCHIP.  One-half  of  these  enrollees 


'Thomas  Buchmueiler  et  ah,  "The  Effect  of  SCHIP  Expansions  on  Health  Insurance  Decisions  by 
Employers,"  Inquiry,  volume  42,  number  3,  Fall  2005,  p.  220. 

6  See  analysis  of  the  literature  in  Table  1  of  Jonathan  Gruber  and  Kosali  Simon,  "Crowd-Out  Ten  Years 
Later:  Have  Recent  Public  Insurance  Expansions  Crowded  Out  Private  Health  Insurance?"  National  Bureau 
of  Economic  Research  Working  Paper  12858. 
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(14%  of  the  total)  lost  that  private  coverage  involuntarily  during  that  period.7  The  study 
also  examined  what  percentage  of  Medicaid  and  SCHIP  child  enrollees  had  parents  with 
employer-sponsored  insurance  for  which  the  employer  paid  some  or  all  of  the  premium. 
In  California,  for  example,  10%  of  Medicaid-enrolled  children  had  a  parent  in  such  an 
employer  plan,  compared  to  40%  of  SCHIP-enrolled  children.8  It  is  unclear  whether,  in 
the  absence  of  public  coverage,  these  children  would  have  been  enrolled  in  private 
coverage  or  would  have  been  uninsured. 

The  research  by  AHRQ  mentioned  earlier  also  looked  at  changes  in  coverage 
among  working  families  (with  children)  with  an  offer  of  employer-sponsored  health 
insurance.  Among  working  married  families  with  an  offer  of  employer-sponsored 
coverage,  virtually  none  had  parents  enrolled  in  private  coverage  with  their  children  in 
public  coverage  in  1997.  The  current  percentage  is  still  a  relatively  small  1.5%.  Among 
working  single-parent  families  with  children  where  there  was  an  offer  of  employer- 
sponsored  coverage,  the  percentage  of  families  where  the  adults  have  private  coverage 
and  the  children  have  public  coverage  rose  from  5%  in  1997  to  16%  in  2005.  Again, 
without  additional  analysis,  one  cannot  say,  in  the  absence  of  public  coverage,  whether 
these  children  would  have  been  enrolled  in  private  coverage  or  would  have  been 
uninsured.9 

7  "Congressionaliy  Mandated  Evaluation  of  the  State  Children's  Health  Insurance  Program,"  Final  Report 
to  Congress,  Mathematica  Policy  Research,  October  26,  2005,  p.  xv. 

8  "Congressionaliy  Mandated  Evaluation  of  the  State  Children's  Health  Insurance  Program,"  Final  Report 
to  Congress,  Mathematica  Policy  Research,  October  26,  2005,  p.  3 1 .  Not  counting  in  the  "substitution 
estimate"  those  children  with  elevated  health  care  needs  reduces  the  estimates  to  8%  of  child  Medicaid 
enrollees  and  11%  of  SCHIP  enrollees. 

9  Jessica  P.  Vistnes  and  Barbara  Schone,"Pathways  to  Health  Insurance  Coverage:  The  Changing  Role  of 
Public  and  Private  Sources,"  working  paper,  2007.  Researchers  at  AHRQ  have  also  found  that  if  one 
accounts  for  all  of  the  various  forms  of  public  spending  on  uninsured  children,  privately  insured  children, 
and  SCHIP,  then  the  net  cost  of  SCHIP  is  substantially  less  than  one  might  conclude  by  simply  examining 
SCHIP  budgetary  outlays.  See  Thomas  M.  Selden  and  Julie  L.  Hudson,  "How  Much  Can  Really  Be  Saved 
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Effects  of  Health  Insurance  on  Children's  Health 

Health  insurance  as  a  bill-paying  mechanism  by  itself  is  not  enough  to  guarantee 
high-quality  care.  Research  has  shown  that,  for  children,  lacking  a  regular  health  care 
provider  (for  example,  a  physician  who  knows  the  child's  health  care  needs)  has  a  greater 
negative  effect  on  primary  care  quality  than  not  having  insurance.  In  fact,  when  a  child 
needed  care,  lack  of  a  regular  provider  was  found  to  be  as  detrimental  as  not  receiving 
care  at  all.10  Thus,  a  key  impact  of  health  insurance  on  children's  health  is  not  merely 
paying  the  bills  but  ensuring  access  to  or  establishing  a  relationship  with  a  health  care 
provider. 

A  comparison  of  children's  access  to  primary  care  physicians  found  similar  rates 
of  access  among  those  enrolled  in  Medicaid,  SCHIP  and  commercial  plans,11  indicating 
that  both  public  and  private  health  insurance  may  be  effective  in  this  regard  (although 
there  are  differences  depending  on  the  studies  and  the  measures12). 


By  Rolling  Back  SCHIP?"  Inquiry,  volume  42,  Spring  2005,  p.  16. 

I0M.  Seid  and  G.  D.  Stevens,  "Access  to  Care  and  Children's  Primary  Care  Experiences:  Results  from  a 
Prospective  Cohort  Study,"  HSR:  Health  Services  Research,  volume  40,  number  6,  December  2005,  pp. 
1758-1780. 

11  "State  Accomplishments:  Access  and  Quality,"  Margo  Rosenbach,  presentation  at  the  National  Academy 
for  State  Health  Policy  conference  "SCHIP  At  10,"  February  22,  2006.  The  percentage  of  12-24-month- 
olds  with  a  primary  care  physician  (PCP)  visit  was  94%  in  SCHIP,  95%  in  Medicaid,  and  97%  in 
commercial  plans.  The  percentage  of  25-month-olds  to  6-year-olds  with  a  PCP  visit  was  87%  in  SCHIP, 
85%  in  Medicaid,  and  89%  in  commercial  plans.  The  percentage  of  7-1 1 -year-olds  with  a  PCP  visit  was 
86%  in  SCHIP,  83%  in  Medicaid,  and  89%  in  commercial  plans. 

12See,  for  example,  the  review  of  the  literature  by  insurance  type  in  Aimee  E.  Jeffrey  and  Paul  W. 
Newacheck,  "Role  of  Insurance  for  Children  With  Special  Health  Care  Needs:  A  Synthesis  of  the 
Evidence,"  Pediatrics,  volume  118,  number  4,  October  2006,  p.  1030. 
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Chiidren  Eligible  But  Not  Enrolled  in  Coverage 

Eligibility  for  public  coverage.  Researchers  estimate  that  62%  to  75%  of 
uninsured  children  are  eligible  for  public  coverage.13  Among  the  parents  of  low-income 
uninsured  children,  nearly  half  believe  their  children  are  eligible.14  Yet  they  do  not 
enroll.  Among  the  parents  of  low-income  uninsured  children,  84%  said  they  would 
enroll  if  told  the  child  is  eligible;  16%  would  not.15  This  suggests  a  need  for  outreach 
that  not  only  informs  parents  about  availability,  but  also  educates  them  about  the  benefits 
of  coverage. 

Eligibility  for  private  coverage.  Tepid  responses  to  offers  of  health 
insurance  are  also  observed  among  those  with  potential  access  to  private  coverage. 
Research  by  the  California  Health  Care  Foundation  found  that  among  higher-income 
individuals  (above  200%  of  poverty)  who  were  uninsured,  only  16%  were  considered 
"cost-constrained"  —  that  is,  they  "attach  high  importance  to  having  health  insurance  but 
say  that  they  would  not  buy  existing  products  at  their  current  prices.  ...  (M)ore  than  one- 
third  have  children."  Another  26%  were  considered  "prime  prospects"  —  that  is,  they 
"place  high  importance  on  having  health  insurance  and  indicate  a  willingness  to  pay 
amounts  that  are  near  —  and  often  substantially  above  —  the  actual  cost  of  health 
insurance  premiums.  ...  More  than  one-third  have  children."  The  remaining  58%  of 
higher-income  uninsured  individuals  (who  were  less  likely  to  have  children  than  the 

13  Thomas  M.  Selden  et  al.,  "Tracking  Changes  in  Eligibility  and  Coverage  Among  Children,  1996-2002," 
Health  Affairs,  volume  23,  number  5,  September/October  2004,  p.  39.  Lisa  Dubay  et  al.,  "The  Uninsured 
and  the  Affordability  of  Health  Insurance  Coverage,"  Health  Affairs  Web  exclusive,  November  30,  2006,  p. 
W22. 

14  "Congressionally  Mandated  Evaluation  of  the  State  Children's  Health  Insurance  Program,"  Final  Report 
to  Congress,  Mathematica  Policy  Research,  October  26,  2005,  p.  xx. 

15  "Congressionally  Mandated  Evaluation  of  the  State  Children's  Health  Insurance  Program,"  Final  Report 
to  Congress,  Mathematica  Policy  Research,  October  26,  2005,  p.  xx. 
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other  groups)  "indicated  that  health  insurance  did  not  rank  high  as  a  spending  priority," 
although  many  "said  they  would  pay  the  price  when  presented  with  actual  health 
insurance  premiums."16 

According  to  AHRQ,  approximately  42%  of  uninsured  children  have 
employment-sponsored  health  insurance  available  to  them,  generally  through  a  parent's 
employer.  Among  uninsured  people  of  all  ages,  approximately  27%  have  access  to 
health  insurance  through  an  employer.17  However,  recent  research  has  found  that 
workers  with  a  weak  interest  in  health  insurance  tend  to  choose  jobs  that  do  not  offer 
health  insurance,  ostensibly  in  return  for  higher  wages  relative  to  similar  jobs  that  offer 
health  insurance.18  Thus,  the  estimates  presented  in  this  paragraph  may  understate 
uninsured  individuals'  true  access  to  employer-sponsored  health  insurance. 

Overall,  86.7%  of  private-sector  employees  work  in  a  firm  that  offers  health 
insurance  (2004),  which  is  not  significantly  different  than  the  offer  rate  in  1996  of 
86.5%. 19  However,  over  the  same  period,  the  percentage  of  employees  enrolling  in  the 
coverage  for  which  they  are  eligible  has  fallen  significantly,  from  69.5%  in  1996  to 
62.6%  in  2004. 20   This  may  be  because  of  increasing  premiums  and  cost-sharing  for 

16  "To  Buy  or  Not  To  Buy:  A  Profile  of  California's  Non-Poor  Uninsured,"  California  HealthCare 
Foundation  and  the  Field  Research  Corporation,  1999. 

"Preliminary  analyses  by  Tom  Selden  of  the  Agency  for  Healthcare  Research  and  Quality  (AHRQ)  in 
response  to  CRS  request,  February  1  2,  2007. 

18  Alan  C.  Monheit  and  Jessica  Primoff  Vistnes,  "Health  Insurance  Enrollment  Decisions:  Preferences  for 
Coverage,  Worker  Sorting,  and  Insurance  Take-Up,"  National  Bureau  of  Economic  Research  Working 
Paper  12429,  August  2006. 

19  Agency  for  Healthcare  Research  and  Quality.  Percent  of  private-sector  employees  in  establishments  that 
offer  health  insurance  by  firm  size  and  selected  characteristics  (Table  I.B.2),  years  1996-2004:  1996 
(Revised  March  2000)  and  2004  (July  2006).  Medical  Expenditure  Panel  Survey  Insurance  Component 
Tables.  Generated  using  MEPSnet/IC  [http://www.meps.ahrq.gov/mepsnet/IC/MEPSnetIC.jsp],  February 
12,  2007.  The  rates  were  not  significantly  different  for  workers  in  large  firms,  comparing  1996  offers  rates 
to  2004  offer  rates,  or  in  small  firms. 

20  Agency  for  Healthcare  Research  and  Quality.  Percent  of  private-sector  employees  that  are  enrolled  in 
health  insurance  at  establishments  that  offer  health  insurance  by  firm  size  and  selected  characteristics 
(Table  I.B.2.b),  years  1996-2004:  1996  (Revised  March  2000)  and  2004  (July  2006).  Medical  Expenditure 
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employer-sponsored  health  insurance.  Although  employers  are  paying  roughly  the  same 
percentage  of  the  premiums  they  did  a  decade  ago,  the  growth  in  total  premiums  has  been 
well  in  excess  of  wage  growth  or  inflation.  Moreover,  cost-sharing  in  employer- 
sponsored  plans  (for  example,  deductibles  and  copayments)  has  also  increased 
substantially.  Not  only  is  the  total  premium  higher  for  families  than  for  single  coverage, 
but  employers  generally  pay  a  smaller  percentage  of  the  premium  for  family  coverage 
than  for  single  coverage.21 

Options  to  increase  enrollment  among  uninsured  children  eligible  for 
coverage.  Across  the  income  spectrum,  there  are  individuals  who  are  eligible  for 
health  coverage  (some  public,  some  private)  who  do  not  enroll.  Some  research, 
especially  with  respect  to  children's  health,  suggests  that  increasing  awareness  of  health 
insurance  and  its  impact  on  health  might  lead  to  additional  enrollment.  Others  have 
suggested  making  the  process  of  enrollment  easier. 

In  public  as  well  as  employer-sponsored  coverage,  individuals  usually  receive 
substantial  financial  subsidies.  Individuals  who  are  eligible  and  sometimes  able  to  pay 
for  coverage  may  find  themselves  taking  up  that  coverage  in  states  that  levy  financial 
penalties  on  individuals  who  do  not  enroll  in  coverage.  For  example,  for  tax  year  2007, 
Massachusetts  will  deny  individuals  their  state  income  tax  exemption(s)  —  worth  up  to 
$189  for  a  single  person  or  $379  for  a  couple  —  if  they  do  not  enroll  in  affordable  health 

Panel  Survey  Insurance  Component  Tables.  Generated  using  MEPSnet/IC 

[http://www.meps.ahrq.gov/mepsnet/IC/MEPSnetIC.jsp],  February  12,  2007.  The  rates  were  significantly 
different  for  workers  in  large  firms,  comparing  1996  take-up  rates  to  2004  take-up  rates,  as  well  as  in  small 
firms. 

21  One  group  of  researchers  found  that  in  states  where  SCHIP  eligibility  was  expanded,  employers  were  not 
more  likely  to  drop  coverage  but  were  more  likely  to  charge  more  for  family  coverage.  Thomas 
Buchmueller  et  al.,  "The  Effect  of  SCHIP  Expansions  on  Health  Insurance  Decisions  by  Employers," 
Inquiry,  volume  42,  number  3,  Fall  2005,  p.  220. 
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insurance.  Beginning  with  tax  year  2008,  an  additional  penalty  will  be  levied  for  each 
month  an  individual  is  without  insurance,  equal  to  50%  of  the  lowest  premium  for  which 
he  or  she  would  have  qualified.22  In  short,  besides  the  multitude  of  existing  "carrots"  to 
entice  people  to  enroll  in  health  insurance,  states  are  beginning  to  seriously  consider 
"sticks"  as  well. 

One  issue  with  the  future  of  the  Massachusetts  health  reform,  and  an  issue 
policymakers  deal  with  nationwide,  is  defining  "affordability."  How  does  one  separate 
the  uninsured  into  (1)  those  who  don't  have  the  means  to  pay  for  health  insurance,  and 
(2)  those  who  might  have  the  means  but  don't  want  to  pay?  It  is  a  very  difficult  question 
to  answer  —  but  looking  at  the  situation  on  the  ground,  it  would  seem  that  the  states  and 
the  federal  government  use  the  federal  poverty  level  as  a  primary  yardstick  for 
determining  the  appropriate  role  for  providing  health  insurance. 

As  I  mentioned,  the  most  common  upper-income  eligibility  level  for  children  in 
SCHIP  is  200%  of  poverty.  That  is  about  $35,000  for  a  family  of  three.  Coverage  for 
parents  in  public  programs  is  tied  to  lower  income  standards  than  for  children.  However, 
even  for  children,  SCHIP's  upper-income  eligibility  levels  vary  substantially  by  state  - 
from  140%  of  poverty  in  North  Dakota  to  350%  of  poverty  in  New  Jersey.  That  is 
$24,000  for  a  family  of  three  in  North  Dakota  and  $60,000  for  a  family  of  three  in  New 
Jersey.  Of  course,  the  cost  of  living  varies  dramatically  across  states,  and  states  vary 
along  other  dimensions  as  well.  One  way  Medicaid  and  SCHIP  may  address  these 
variations  is  through  existing  flexibility  to  expand  eligibility  up  the  income  scale. 


22  For  additional  information,  see  CRS  Report  RS22447,  "The  Massachusetts  Health  Reform  Plan: 
A  Brief  Overview,"  by  April  Grady,  May  26,  2006. 
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However,  because  Medicaid  and  SCHIP  are  financed  mostly  by  the  federal  government, 
the  disparate  upper-income  thresholds  raise  questions  about  the  collective  obligation  to 
pay  for  various  states'  higher-income  populations  and  about  how  to  define  equitable 
federal  financing  among  the  states.  Similar  issues  also  emerge  over  the  role  of  the  states 
versus  the  federal  government  with  respect  to  private  health  insurance,  in  terms  of  what 
should  be  required  by  insurers,  individuals  and  employers  with  respect  to  health 
insurance. 
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Figure  1.  Characteristics  of  Uninsured  Children  Under  19,  2005 

RACE*  THNICIXY  FAMILY  TYPE 


10.3% 

Source:  CRS  Report  97-975,  ''Health  Insurance  Coverage  of  Children,  2005,"  by  Chris  L.  Peterson. 


COVERING  THE  UNINSURED  THROUGH  THE 
EYES  OF  A  CHILD 


THURSDAY,  MARCH  1,  2007 

House  of  Representatives, 

Subcommittee  on  Health, 
Committee  on  Energy  and  Commerce, 

Washington,  DC. 

The  subcommittee  met,  pursuant  to  call,  at  2:05  p.m.,  in  room 
2123  of  the  Rayburn  House  Office  Building,  Hon.  Frank  Pallone, 
Jr.  (chairman  of  the  subcommittee)  presiding. 

Members  present:  Representatives  Green,  Capps,  Baldwin, 
Engel,  Schakowsky,  Matheson,  Deal,  Hall,  Buyer,  Ferguson,  Rog- 
ers, Burgess,  Barton  [ex  officio],  and  Wilson. 

Staff  present:  Jonathan  Brater,  Robert  Clark,  Peter  Goodloe, 
Christie  Houlihan,  Purvee  Kempf,  Bridgett  Taylor,  Brin  Frazier, 
Ryan  Long,  Katherine  Morton,  Brenda  Clark,  and  Chad  Grant. 

OPENING  STATEMENT  OF  HON.  FRANK  PALLONE,  JR,  A  REP- 
RESENTATIVE IN  CONGRESS  FROM  THE  STATE  OF  NEW  JER- 
SEY 

Mr.  Pallone.  I  am  going  to  ask  that  we  get  started  because  we 
are  expecting  to  have  votes  in  about  15  or  20  minutes  so  I  would 
like  to  at  least  try  to  get  thorough  all  of  not  most  of  the  witnesses. 
Today  we  have  part  2  of  our  hearing  on  "Covering  the  Uninsured 
Through  the  Eyes  of  a  Child."  We  had  opening  statements  at  the 
previous  hearing  so  we  will  not  have  them  today.  We  are  simply 
going  to  turn  to  our  witnesses,  and  I  would  ask  them  to  come  up 
and  take  a  seat  there  with  your  names. 

Welcome  and  thank  you  for  being  here  today  and  let  me  just  in- 
troduce the  panel  before  we  begin.  We  have  first  Dr.  Lolita 
McDavid,  who  is  the  medical  director  for  the  Child  Advocacy  and 
Protection  Program  in  Cleveland,  Ohio;  and  then  we  have  my 
friend  and  colleague,  Senator  Joseph  Vitale  from  New  Jersey,  from 
Woodbridge,  New  Jersey,  who  is  the  chairman  of  the  New  Jersey 
Senate  Health,  Human  Services  and  Senior  Citizens  Committee,  so 
glad  to  see  him  here  today;  and  then  we  have  Alan  Weil,  who  is 
the  executive  director  for  the  National  Academy  for  State  Health 
Policy;  and  Phyllis  Sloyer,  who  is  a  nurse  and  Ph.D.  and  division 
director  of  the  Children's  Medical  Services  Department  of  Health, 
I  guess  that  is  for  the  State  of  Florida  in  Tallahassee;  and  last  is 
Ms.  Kathryn  Allen,  who  is  the  director  of  health  care  for  the  U.S. 
Government  Accountability  Office,  so  welcome  all  of  you. 

We  are  going  to  have  each  of  you  give  us  a  5-minute  opening 
statement.  I  should  say  these  statements  will  be  made  part  of  the 
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hearing  record.  Each  witness  may  in  the  discretion  of  the  commit- 
tee submit  additional  briefs  and  pertinent  statements  in  writing  for 
inclusion  in  the  record.  I  am  simply  going  to  through  the  list  here 
and  I  will  start  with  Dr.  Lolita  McDavid  for  an  opening  statement. 

STATEMENT  OF  LOLITA  M.  MCDAVID,  M.D.,  M.P.H.,  MEDICAL 
DIRECTOR,  CHILD  ADVOCACY  AND  PROTECTION,  RAINBOW 
BABIES  AND  CHILDREN'S  HOSPITAL 

Dr.  McDavid.  Mr.  Chairman  and  members  of  the  committee, 
thank  you  for  the  opportunity  to  testify  for  the  National  Associa- 
tion of  Children's  Hospitals.  I  am  Dr.  Lolita  M.  McDavid.  As  a  pe- 
diatrician, I  have  devoted  my  medical  career  to  children.  Currently, 
I  am  medical  director  of  child  advocacy  and  protection  at  Rainbow 
Babies  and  Children's  Hospital  in  Cleveland.  I  submit  my  written 
statement  for  the  record. 

I  have  been  asked  on  behalf  of  the  National  Association  of  Chil- 
dren's Hospitals  to  draw  from  my  professional  experience  to  de- 
scribe the  importance  of  health  coverage  for  children.  I  would  like 
to  try  to  do  that  by  giving  you  two  stories. 

The  first  story  is  about  the  difference  health  coverage  can  make 
in  the  life  of  a  child  and  the  child's  family.  Eugene  and  Rhonesha 
are  brother  and  sister  who  are  both  patients  in  my  practice.  They 
live  with  their  mom  and  dad  and  their  family  income  qualifies 
them  for  SCHIP.  Gene  is  10  years  old,  the  same  age  as  SCHIP.  He 
is  a  great  kid  and  a  great  student,  and  with  the  exception  of  need- 
ing glasses,  he  has  only  had  routine  health  needs. 

But  Rhonesha,  who  is  6  years  old,  has  a  diagnosis  commonly 
seen  in  our  patient  population,  asthma.  I  became  Rhonesha's  doctor 
when  she  was  2  months  old.  She  had  required  well-child  visits  like 
all  children  but  by  the  time  she  was  17  months  old  she  was  show- 
ing signs  of  reactive  airway  disease  which  often  is  a  precursor  of 
asthma.  By  the  time  Rhonesha  was  22  months  old,  it  was  clear  she 
was  asthmatic  with  mild  persistent  asthma.  In  many  cases  like 
this,  I  could  tell  you  about  emergency  room  visits,  hospitalizations 
and  missed  days  of  work  but  that  has  not  happened  with 
Rhonesha.  Her  asthma  has  been  controlled  by  medications.  When 
she  has  an  occasional  flare-up  because  she  has  a  cold  or  there  is 
a  climate  change,  her  mother  manages  her  illness.  Dr.  John  Carl, 
a  pediatric  pulmonologist  at  our  hospital,  sees  her  every  6  months 
for  evaluation.  We  are  now  at  the  point  where  I  only  see  her  for 
annual  routine  visits.  She  is  an  outstanding  first  grade  student 
whose  favorite  subject  is  math. 

Because  Rhonesha  has  coverage  through  SCHIP,  her  mother  has 
a  relationship  with  Dr.  Carl  and  me.  She  can  access  regular  care 
and  not  use  costly  emergency  care.  Her  asthma  is  controlled.  She 
doesn't  need  to  be  hospitalized  and  she  doesn't  miss  school  and  her 
mom  doesn't  miss  work.  That  is  the  wonderful  promise  of  health 
coverage.  It  not  only  directly  promotes  health,  it  also  indirectly  pro- 
motes learning  and  employment. 

My  second  story  is  about  a  child  who  is  eligible  for  public  cov- 
erage but  who  was  not  enrolled  until  after  he  was  admitted  to  our 
hospital.  Nick's  parents  brought  him  to  our  emergency  room  on 
New  Year's  Day.  He  was  5  weeks  old  with  respiratory  symptoms, 
vomiting  and  diarrhea.  Although  Nick's  mother  had  insurance 
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through  her  job,  Nick  was  uninsured.  He  was  admitted  to  our  hos- 
pital with  pneumonia,  and  while  in  the  hospital  we  found  out  his 
family  was  qualified  for  SCHIP.  Happily,  Nick  went  home  after  3 
days.  He  was  well  and  now  had  health  insurance  through  SCHIP 
that  will  cover  his  immunizations  and  doctor's  visits  and  hopefully 
keep  him  out  of  the  emergency  room. 

As  these  stories  demonstrate,  having  health  coverage  makes  a 
real  difference,  not  only  in  a  child's  health  but  also  in  the  cost  of 
the  child's  health  care  and  in  their  ability  to  be  ready  to  learn  and 
grow  up  healthy  and  productive. 

Building  on  the  foundation  of  Medicaid,  SCHIP  has  been  a  great 
success.  Together  they  have  reduced  the  number  of  uninsured  chil- 
dren by  a  third.  At  the  same  time  the  overall  number  of  uninsured 
Americans  continues  to  grow.  SCHIP  enjoys  broad  support  in  State 
capitals,  in  Washington  and  in  the  private  sector.  Because  of  the 
success,  Children's  Hospital  recommend  that  Congress  commit  to 
achieving  the  goal  of  health  coverage  for  all  children.  The  first  step 
should  be  to  build  on  the  foundation  of  SCHIP  and  Medicaid.  We 
offer  four  recommendations. 

First,  Congress  should  reauthorize  and  fully  fund  SCHIP,  at 
least  to  fill  in  all  State  shortfalls  and  to  enable  States  to  cover  all 
eligible  but  unenrolled  children.  Second,  the  reauthorization  of 
SCHIP  should  help  States  to  improve  outreach  and  enrollment  of 
children  who  are  eligible  for  Medicaid  or  SCHIP.  This  might  in- 
clude financial  incentives,  simply  their  unified  application  forms, 
extended  continuous  eligibility  and  other  methods.  Third,  reauthor- 
ization of  SCHIP  should  not  come  at  the  expense  of  Medicaid.  Our 
ability  to  sustain  the  success  of  SCHIP  as  the  Nation  reaches  out 
to  cover  all  children  depends  greatly  on  both  programs  having  the 
funds  to  meet  their  goals.  To  be  sure,  neither  Medicaid  nor  SCHIP 
is  perfect.  SCHIP  is  capped.  When  funds  run  short,  as  14  States 
are  projected  to  experience  this  year,  children  are  left  waiting  in 
line  for  coverage.  Medicaid's  historically  low  payment  rates,  par- 
ticularly for  doctors,  too  often  leave  children  without  a  medical 
home.  Nonetheless,  together  SCHIP  and  Medicaid  have  created  an 
essential  safety  net  of  coverage  for  low-income  children  and  chil- 
dren with  disabilities.  They  are  also  the  foundation  for  health  care 
for  all  children.  Finally,  the  reauthorization  of  SCHIP  should  in- 
clude Federal  leadership  and  investment  in  the  measurement  of 
quality  and  performance  of  children's  health  care.  The  Federal  Gov- 
ernment is  investing  in  quality  measurement  for  adults'  health 
care  through  Medicare.  It  is  not  doing  that  for  children.  It  is  time 
to  make  the  same  investment  in  quality  and  performance  measures 
for  children  that  have  been  made  for  adults. 

We  ask  that  you  provide  DHHS  with  the  authority  and  resources 
needed  to  support  the  development  and  advancement  of  pediatric 
quality  and  performance  measures.  This  will  greatly  enhance  our 
ability  for  States,  providers  and  consumers  to  have  a  portfolio  of 
measures  they  can  use  for  children. 

Ten  years  ago  Congress  faced  and  met  an  unprecedented  biparti- 
san challenge:  how  to  put  the  Federal  Government  on  a  solid  path 
toward  the  elimination  of  the  Federal  deficit.  That  successful  effort 
culminated  in  the  Balanced  Budget  Act  of  1997  and  precisely  be- 
cause it  was  setting  priorities  vital  to  the  future  of  our  Nation, 
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Congress  created  SCHIP  as  part  of  the  Balanced  Budget  Act  to  ex- 
pand health  coverage  for  children.  In  effect,  Congress  made  chil- 
dren's coverage  a  priority  within  a  balanced  budget.  Ten  years 
later,  Congress  faces  the  same  challenge:  to  achieve  fiscal  control 
while  at  the  same  time  taking  the  next  step  to  cover  all  children. 
They  should  reauthorize  and  expand  SCHIP  while  keeping  Medic- 
aid coverage  for  children  strong.  Ten  years  of  success,  broad  sup- 
port through  the  private  sector  and  bipartisan  support  in  Congress 
and  State  capitals  all  argue  for  taking  that  next  step. 

As  a  spokesman  for  Children's  Hospital,  I  can  tell  you  that  Med- 
icaid and  SCHIP  are  fundamental  to  the  financial  infrastructure  of 
health  care  for  all  children.  Through  the  work  of  Children's  Hos- 
pital— thank  you.  I  was  finished.  The  decisions  Congress  makes  on 
SCHIP  and  Medicaid  will  affect  the  health  care  of  every  child  in 
this  country.  Thank  you. 

[The  prepared  statement  of  Dr.  McDavid  appears  at  the  conclu- 
sion of  the  hearing.] 

Mr.  Pallone.  Thank  you.  I  am  trying  to  keep  it  to  5  minutes, 
if  I  can,  and  not  go  over  too  much. 

Our  next  witness  is  Senator  Vitale,  and  I  should  mention  that 
not  only  is  he  from  New  Jersey  but  most  of  his  State's  Senate  dis- 
trict is  within  my  congressional  district,  and  not  only  is  he  the 
chairman  of  the  Senate  Health  Committee  but  he  also  has  been  an 
outstanding  spokesman  on  the  SCHIP  program,  so  thank  you  for 
being  with  us  here  today. 

STATEMENT  OF  HON.  JOSEPH  F.  VITALE,  NEW  JERSEY  STATE 

SENATOR 

Mr.  Vitale.  Thank  you  again.  I  am  blessed  to  have  actually 
three  Congressmen  that  represent  my  district:  Congressman  Fer- 
guson and  yourself  and  now  Congressman  Sires. 

I  wanted  to  come  here  today,  and  I  appreciate  the  opportunity 
to  discuss  the  importance  of  the  SCHIP  program  not  just  across  the 
Nation  but  in  particular  to  the  many  children  and  parents  in  New 
Jersey. 

New  Jersey  implemented  the  SCHIP  program  in  March  1998  by 
covering  children  of  families  whose  annual  income  up  to  200  per- 
cent of  the  Federal  Poverty  Level  and  called  it  New  Jersey 
KidCare.  An  example  of  200  percent  of  the  poverty  level  is  a  family 
of  three  whose  annual  income  does  not  exceed  $33,200.  The  pro- 
gram was  met  with  great  anticipation  and  excitement  over  the 
prospect  of  providing  health  insurance  to  thousands  of  uninsured 
children. 

As  enrollment  grew  steadily,  we  recognized  how  many  more  chil- 
dren needed  help  and  health  care  coverage  and  in  July  1999  ex- 
panded eligibility  to  children  whose  family^  income  did  not  exceed 
350  percent  of  the  Federal  Poverty  Level.  An  example  of  that  is  a 
family  of  three  with  income  that  does  not  exceed  $58,100. 

The  KidCare  program  was  successful  and  through  it  we  learned 
more  about  the  uninsured  population  in  New  Jersey  and  how  great 
the  need  was  to  provide  health  care  to  children  and  their  parents, 
and  we  learned  that  there  an  increased  participation  among  eligi- 
ble children  when  parents  are  made  eligible  for  health  care  cov- 
erage. 


We  also  know  that  providing  health  care  coverage  to  pregnant 
women  leads  to  healthier  babies  and  moms  and  so  in  September 
2000  New  Jersey  made  a  decision  to  cover  parents  up  to  200  per- 
cent of  the  Federal  Poverty  Level  and  the  program  was  renamed 
New  Jersey  FamilyCare.  Unfortunately,  due  to  consecutive  bridges 
crises,  New  Jersey  had  to  close  the  program  to  parents  in  June 
2002,  leaving  only  those  already  enrolled  to  continue  participating. 

In  September  2005,  I  sponsored  new  FamilyCare  legislation  that 
in  addition  to  streamlining  the  application  process  again  made 
!  FamilyCare  available  to  low-income  parents  and  guardians  up  to 
1  115  percent  of  poverty,  $19,000  a  year  for  a  family  of  three,  and 
in  2006  up  to  133  percent  of  the  Federal  Poverty  Level,  next  year 
'     for  a  family  of  three  whose  income  would  not  exceed  $22,000. 

We  now  provide  health  insurance  coverage  to  125,000  New  Jer- 
sey children  and  over  79,000  adults  through  our  SCHIP  program. 
In  addition,  we  cover  450,000  children  and  close  to  350,000  adults 
through  our  Medicaid  program.  As  a  result,  in  partnership  with  the 
Federal  Government,  New  Jersey  provides  health  insurance  cov- 
!     erage  to  over  1  million  parents  and  children. 

While  New  Jersey  uses  a  higher  percentage  of  the  Federal  Pov- 
erty Level  for  eligibility  for  its  SCHIP  program  than  all  other 
States,  we  also  have  one  of  the  highest  costs  of  living  in  the  Nation. 
Simply  put,  it  costs  far  more  to  be  poor  in  New  Jersey  than  in  al- 
most all  other  States. 

We  have  no  choice  but  to  use  a  more  generous  eligibility  income 
level  in  order  to  reach  those  truly  needy  families  and  children  with 
low  income  levels.  Through  SCHIP  and  Medicaid,  it  is  also  a  much 
more  economically  responsible  way  to  spend  health  care  dollars.  In 
New  Jersey,  where  we  have  1.4  million  uninsured,  access  to  all  lev- 
els of  care  for  that  population  is  typically  provided  by  our  State's 
hospitals.  In  fiscal  year  2007,  the  State  has  budgeted  nearly  $900 
million  to  reimburse  hospitals  for  percentage  of  the  costs  they  ab- 
sorb for  treating  the  uninsured.  In  total,  our  State's  hospitals  pro- 
vide nearly  $2  billion  of  uncompensated  care,  a  financial  strain 
that  has  put  many  of  our  hospitals  at  risk. 

New  Jersey  greatly  appreciates  the  opportunities  that  the  SCHIP 
program  provides  States.  Through  our  SCHIP  program,  we  have 
been  able  to  provide  health  insurance  and  needed  health  care  to 
the  most  vulnerable  population  among  us,  and  that  is  our  children. 

New  Jersey  has  made  a  strong  commitment  to  the  SCHIP  pro- 
gram. This  commitment  is  evident  in  the  generous  benefits  package 
that  we  offer,  our  attention  to  simplifying  the  process  for  applica- 
tion and  the  intense  outreach  efforts  we  have  undertaken.  The 
prospect  of  limiting  or,  at  worse,  eliminating  our  SCHIP  program 
to  lower  income  level  families  would  be  devastating  to  our  State's 
budget  and  to  the  families  of  our  State. 

New  Jersey  has  historically  spent  its  entire  annual  Federal 
SCHIP  allotment,  and  although  we  have  been  eligible  for  SCHIP 
funds  not  used  by  other  States,  these  reallocated  resources  have 
been  diminishing  over  the  years.  There  is  an  urgent  need  for  Con- 
gress to  increase  annual  allocations  to  States  to  meet  the  ever- 
growing need  for  health  care  insurance  for  our  children. 

I  will  conclude  my  remarks  by  asking  the  members  of  this  very 
important  committee  to  prevent  shortfalls  in  funding  for  the 
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SCHIP  program  and  to  advocate  for  increased  support.  Both  Medic- 
aid and  SCHIP  have  been  successful  and  efficient  in  expanding  cov- 
erage to  children.  By  promoting  the  continued  success  of  these  pro- 
grams, we  can  ensure  that  children  and  their  families  get  the 
health  care  that  they  need.  This  collaboration  between  the  Federal 
Government  and  the  States,  and  with  premium  sharing  by  consum- 
ers where  it  is  possible,  allows  the  kind  of  partnership  in  health 
care  that  is  a  model  for  success.  Without  this  continuing  alliance, 
millions  of  children  and  their  families  will  simply  be  unable  to  ac- 
cess the  kind  of  care  that  the  rest  of  us  have  and  some  take  for 
granted. 
Thank  you  for  this  opportunity. 

[The  prepared  statement  of  Mr.  Vitale  appears  at  the  conclusion 
of  the  hearing.] 

Mr.  Pallone.  Thank  you,  Senator.  I  appreciate  your  being  here. 
Our  next  witness  is  Alan  Weil,  who  is  executive  director  of  the 
National  Academy  for  State  Health  Policy.  Thank  you. 

STATEMENT  OF  ALAN  WEIL,  EXECUTIVE  DIRECTOR  OF  THE 
NATIONAL  ACADEMY  FOR  STATE  HEALTH  POLICY 

Mr.  Weil.  Mr.  Chairman,  members  of  the  subcommittee,  thank 
you  for  the  opportunity  to  appear  here  today.  My  name  is  Alan 
Weil  and  I  am  the  executive  director  of  the  National  Academy  for 
State  Health  Policy,  a  nonprofit,  nonpartisan  organization  dedi- 
cated to  improving  State  health  policy  and  practice.  My  organiza- 
tion has  worked  closely  with  the  Nation's  SCHIP  directors  and 
monitored  and  reported  on  the  shape  of  the  program  since  its  in- 
ception. While  we  serve  ad  the  informal  home  of  the  SCHIP  direc- 
tors, I  do  not  purport  to  speak  for  them. 

The  SCHIP  has  accomplished  a  great  deal  covering  children,  pro- 
viding them  with  access  to  services  and  reducing  unmet  health  care 
needs.  Your  decisions  in  reauthorization  will  determine  whether  we 
continue  this  impressive  track  record.  The  primary  goal  of  my  testi- 
mony is  to  provide  a  context  to  the  reauthorization  debate  that  is 
sometimes  missing. 

States  embraced  the  SCHIP  program  quickly  yet  as  was  ex- 
pected, it  took  time  for  eligible  families  to  learn  of  the  program, 
come  to  trust  it  and  ultimately  enroll.  In  the  early  years  of  the  pro- 
gram, States  were  subject  to  substantial  criticism  for  underspend- 
ing. In  response,  States  and  the  Federal  Government  took  four 
steps.  First,  States  substantially  increased  their  efforts  to  reach  out 
and  find  the  eligible  children  within  their  States  and  keep  them  on 
the  program  once  they  were  made  eligible.  Second,  States  increased 
their  eligibility  standards.  Between  1998  and  2005,  the  number  of 
States  with  income  limits  for  SCHIP  below  200  percent  of  poverty 
went  from  22  down  to  just  eight.  Third,  some  States  that  already 
had  expansive  coverage  for  children  when  SCHIP  was  enacted 
sought  Federal  permission  to  use  their  SCHIP  funds  to  cover  fami- 
lies or  other  adults,  and  finally  the  Bush  administration  announced 
its  HIFA  waiver  initiative  which  explicitly  encouraged  States  to 
apply  unspent  SCHIP  funds  to  the  needs  of  low-income  adults.  Now 
some  are  criticizing  States  that  are  experiencing  shortfalls  but  the 
complex  SCHIP  funding  mechanism  makes  planning  almost  impos- 
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sible.  Shortfalls  and  underspending  are  inevitable  and  do  not  re- 
flect a  lack  of  fiscal  discipline  on  the  part  of  States. 

The  SCHIP  program  is  good  example  of  cooperative  federalism. 
Working  from  a  shared  goal,  the  Federal  Government  developed  a 
framework  and  provided  substantial  resources  while  States  contrib- 
uted their  own  resources  and  tailored  the  program  to  their  own  cir- 
cumstances. State  choices  vary  along  many  dimensions,  not  just  on 
the  eligibility  levels  and  categories  that  have  received  so  much  at- 
tention but  also  on  the  benefit  package,  the  delivery  system,  pro- 
vider payment  levels,  health  plan  accountability  mechanisms,  fam- 
ily premiums  and  co-payments  and  integration  with  employer-spon- 
sored insurance  and  Medicaid.  States'  varied  choices  reflect  the 
economy,  health  care  systems,  values,  politics  and  fiscal  capacity 
that  each  State  has. 

Federalism  is  not  orderly  but  the  tremendous  success  and  bipar- 
tisan popularity  of  this  program  is  directly  tied  to  the  flexible 
structure.  By  delegating  key  decisions  to  the  States,  the  Federal 
Government  has  obtained  a  level  of  political,  financial  and  adminis- 
trative support  at  the  State  level  that  is  unusual  in  the  realm  of 
social  programs.  Efforts  to  remake  this  program  with  a  different  vi- 
sion run  the  risk  of  undermining  the  Federal-State  partnership 
that  has  enabled  it  to  thrive. 

Now,  underlying  the  debate  over  the  appropriate  level  of  funding 
and  reauthorization  is  the  question  of  whether  or  not  the  target 
population  for  the  program  should  be  modified.  Each  of  the  six  mil- 
lion Americans  reached  by  this  program  last  year  needs  health  in- 
surance. Program  modifications  that  prohibit  covering  anyone  cur- 
rently on  the  program  will  add  another  person  to  the  growing 
ranks  of  the  uninsured.  Funding  levels  inadequate  to  sustain  cov- 
erage for  those  currently  on  the  program  or  that  fail  to  account  for 
the  costs  of  reaching  those  who  are  eligible  but  not  yet  enrolled  will 
have  the  same  negative  effect. 

At  a  time  when  the  number  of  uninsured  Americans  continues  to 
rise,  an  ideological  division  impedes  broader  health  reform  efforts. 
SCHIP  has  been  a  tremendous  achievement.  States  need  prompt 
reauthorization  so  they  can  plan  for  the  future.  The  expiration  of 
the  current  authorization  is  only  7  months  away,  and  States  need 
an  expanded  Federal  financial  commitment  of  resources  so  they  can 
continue  making  progress  meeting  the  needs  of  their  citizens  who 
would  otherwise  go  without  health  insurance.  An  effective  Federal- 
State  partnership  brought  us  to  this  point.  A  continued  partnership 
is  the  best  framework  for  meeting  the  tremendous  remaining  needs 
of  children  and  families. 

I  appreciate  the  opportunity  to  offer  this  testimony. 

[The  prepared  statement  of  Mr.  Weil  appears  at  the  conclusion 
of  the  hearing.] 

Mr.  Pallone.  Thank  you,  Mr.  Weil. 

Dr.  Sloyer. 

STATEMENT  OF  PHYLLIS  SLOYER,  R.N.,  PH.D. 

Ms.  Sloyer.  Thank  you,  Chairman  Pallone,  Ranking  Member 
Deal,  members  of  the  health  subcommittee.  On  behalf  of  Governor 
Charlie  Crist  and  the  State  of  Florida,  thank  you  for  the  oppor- 
tunity to  appear  before  you  today  to  address  reauthorization  of  a 
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very  important  program,  the  State  Children's  Health  Insurance 
Program,  better  known  as  SCHIP. 

I  am  here  today  representing  the  Florida  SCHIP  program  known 
as  the  Florida  KidCare.  We  provide  services  to  over  1.4  million  low- 
income  children  through  four  components:  the  Florida  Medicaid 
program  for  children,  the  Healthy  Kids  Corporation,  the  MediKids 
program  and  the  Children's  Medical  Services  Network. 

At  the  State  level,  this  month  and  in  the  upcoming  months,  Gov- 
ernor Crist  and  our  legislature  are  looking  at  ways  to  simplify  our 
program  and  ensure  seamless  coverage  and  we  believe  that  there 
are  several  steps  that  we  can  take  to  improve  efficiencies  of  our 
program  and  we  are  looking  to  make  those  changes.  Today,  how- 
ever, I  would  like  to  outline  several  Federal  challenges  that  will 
help  us  if  they  can  be  overcome  in  making  our  program  even  more 
efficient. 

Some  of  these  challenges  were  highlighted  in  our  2007  Florida 
KidCare  Coordinating  Council  Annual  Report,  which  was  recently 
submitted  to  our  Florida  State  leadership.  This  council  was  devel- 
oped in  State  law  in  1998  to  deliberate  and  make  recommendations 
to  the  Governor  and  legislature  about  the  ways  that  we  can  im- 
prove our  SCHIP  program.  It  represents  a  diverse  group  of  individ- 
uals including  advocates,  agencies  and  health  care  providers,  and 
I  ask  that  that  report  along  with  this  testimony  be  submitted  for 
the  record  this  afternoon. 

We  know  in  Florida  that  we  currently  have  a  discrepancy  in  our 
eligible  versus  enrolled  ratio  under  our  KidCare  program.  This  dis- 
crepancy is  a  result  in  part  of  Federal  statutory  barriers  and  I 
would  like  to  describe  several  of  them. 

First,  outreach  efforts  are  extremely  critical  to  reaching  diverse 
populations  of  children  and  retaining  them.  Florida  is  unique.  It  is 
a  microcosm  of  population  trends  happening  nationwide  and  we 
have  communities  who  face  many  cultural,  social  and  language 
barriers.  However,  outreach  currently  is  funding  through  the  10 
percent  administrative  expenditure  cap  in  the  program  and  frank- 
ly, in  order  for  us  to  cover  administrative  processing,  premium 
processing,  application  processing,  call  center  functions,  there  sim- 
ply is  not  enough  money  left  in  that  cap  to  support  targeted  and 
critical  outreach  functions  for  families.  We  ask  that  you  consider 
funding  outreach  outside  of  that  10  percent  cap. 

In  addition,  one  of  the  hallmarks  of  our  SCHIP  program  is  the 
ability  to  simplify  procedures  so  that  eligible  children  can  obtain 
health  insurance  without  unnecessary  roadblocks.  The  documenta- 
tion requirements  imposed  on  the  Medicaid  program  under  the  Def- 
icit Reduction  Act  of  2005,  which  require  a  State  to  prove  a  bene- 
ficiary is  a  United  States  citizen,  impedes  families  from  obtaining 
Medicaid  coverage.  However,  it  also  has  a  spillover  effect  on  the 
SCHIP  program  since  families  have  to  be  screened  and  apply  for 
Medicaid  before  they  can  go  through  the  SCHIP  application  proc- 
ess. I  am  not  here  today  to  discuss  the  overall  purpose  or  merit  of 
the  Deficit  Reduction  Act  but  rather  to  shed  some  light  on  some  of 
those  unintended  consequences.  We  ask  that  Congress  and  the  Fed- 
eral Government  consider  changes  to  some  of  the  procedural  re- 
quirements so  that  we  can  promote  uniformity  and  increase  the 
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J  number  of  eligible  children  enrolled  in  our  SCHIP  program  and  as- 
sist us  in  offering  a  more  seamless  benefit. 

Continuous  coverage  is  also  important  to  maintaining  our  chil- 
dren's health.  In  those  States  without  expansion  programs,  and 
Florida  is  one  of  those,  this  coverage  can  be  interrupted  due  to  dif- 
ferent cost  requirements  between  the  SCHIP  program  and  Medic- 
aid program.  When  a  child  transitions  from  having  no  premium 
under  Medicaid  to  a  premium-based  SCHIP  benefit,  there  can  be 
a  temporary  gap  in  health  care  coverage  and  actually  a  temporary 
gap  in  continuity  of  care  and  in  active  treatment  until  that  pre- 
mium is  paid.  As  a  result,  children  temporarily  lose  coverage  and 

j  may  not  re-enroll  in  SCHIP.  We  encourage  Congress  to  provide  di- 
rection to  States  without  expansion  waivers  and  with  separate 
SCHIP  benefits  to  implement  policies  that  ensure  children  who  lose 
Medicaid  coverage  are  able  to  move  to  our  SCHIP  program  without 
breaks  in  coverage. 

In  addition,  today  Florida  public  employees'  dependents  can  qual- 

j  ify  for  Medicaid  benefits  if  they  are  deemed  eligible.  However, 
under  current  Federal  statute,  those  same  families'  dependents 

I    cannot  qualify  for  SCHIP  if  their  income  level  meets  the  SCHIP 

I  threshold.  These  families,  as  an  example  who  earn  200  percent  of 
the  Federal  Poverty  Level,  make  about  $40,000  a  year  for  a  family 
of  four.  They  have  to  pay  at  least  6  percent  of  their  income  in 
monthly  health  care  premiums  which  actually  becomes  quite  pro- 
hibitive for  them.  We  are  asking  you  to  consider  removing  that  pro- 
hibition for  dependents  of  public  employees  who  may  qualify  for 
SCHIP  benefits. 

Finally,  we  urge  you  to  align  coverage  for  pregnant  women  to  en- 
sure it  is  consistent  with  the  coverage  of  infants  provided  under  the 
SCHIP  program.  For  example,  if  an  infant  is  eligible  at  200  percent 
of  the  Federal  Poverty  Level,  the  pregnant  woman  should  be  eligi- 
ble at  that  same  income  level  so  that  we  can  ensure  adequate  pre- 
natal care  and  better  birth  outcomes. 

Mr.  Pallone.  Doctor,  I  am  just  going  to  ask  you  to  summarize 
if  you  will. 

Ms.  Sloyer.  OK.  We  realize  that  States  have  expanded  their 
SCHIP  programs  outside  of  the  original  intent  of  the  legislation.  As 
a  result,  we  understand  that  several  States  are  concerned  about 
forecast  deficits.  While  we  recognize  that  expansions  were  done 
with  the  support  of  the  Federal  Government,  we  are  concerned  that 
a  State  like  Florida  who  has  remained  true  to  the  intent  of  the  pro- 
gram will  be  penalized  in  reauthorization.  While  we  may  have 
some  allocations  sitting  on  the  table,  we  are  working  to  reach  those 
children  that  remain  uninsured  and  are  committing  to  using  our 
funding. 

While  these  recommendations  come  from  our  experiences,  we  be- 
lieve that  many  States  would  agree  increased  flexibility  is  critical, 
these  changes  will  help  create  a  more  fiscally  responsible  SCHIP 
program  and  help  cover  more  children.  Thank  you. 

[The  prepared  statement  of  Ms.  Sloyer  appears  at  the  conclusion 
of  the  hearing.] 

Mr.  Pallone.  Thank  you. 

Ms.  Allen. 
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STATEMENT  OF  KATHRYN  G.  ALLEN,  DIRECTOR,  HEALTH 
CARE,  U.S.  GOVERNMENT  ACCOUNTABILITY  OFFICE 

Ms.  Allen.  Mr.  Chairman,  Mr.  Deal  and  members  of  the  sub- 
committee, I  am  pleased  to  be  here  today  as  you  address  these  very 
important  issues  about  the  State  Children's  Health  Insurance  Pro- 
gram and  how  it  has  helped  to  meet  the  needs  of  uninsured  chil- 
dren since  the  program's  inception  10  years  ago  and  issues  concern- 
ing the  program's  reauthorization.  SCHIP  indeed  offers  States  con- 
siderable flexibility  in  how  they  provide  health  insurance  coverage 
to  children  and  families  whose  incomes  exceed  eligibility  require- 
ments for  Medicaid. 

States  have  three  options  in  designing  their  programs.  They  may 
offer  a  Medicaid  expansion,  which  offers  the  same  benefits  and 
services  that  their  State  Medicaid  program  provides.  They  may 
offer  a  separate  child  health  program  which  is  distinct  from  Medic- 
aid that  uses  specified  public  or  private  health  insurance  plans  or 
they  may  offer  a  combination  program  which  incorporates  features 
of  both.  At  the  time  of  enactment,  Congress  appropriated  a  fixed 
amount  of  funds,  about  $40  billion  over  10  years,  to  be  distributed 
amongst  States  with  approved  SCHIP  plans.  Unlike  Medicaid,  how- 
ever, SCHIP  is  not  an  open-ended  entitlement  to  services  for  bene- 
ficiaries but  it  is  a  capped  grant — or  allotment — to  States.  Each 
State's  annual  allotment  is  available  as  a  Federal  match  based  on 
State  expenditures  and  is  available  for  three  year  after  which  time 
any  unspent  funds  may  be  redistributed  to  States  that  have  al- 
ready spent  their  allotments  for  that  year. 

Now,  my  remarks  today  will  focus  primarily  on  two  issues  that 
will  describe  the  experience  across  all  States.  What  I  will  do  is  pro- 
vide some  numbers  that  describe  the  experience  of  all  States,  pro- 
vides a  little  more  detail  beyond  the  context  that  has  already  been 
provided.  I  will  describe  some  recent  trends  in  SCHIP  enrollment 
and  the  current  design  of  all  States'  SCHIP  programs,  State  spend- 
ing experiences  under  SCHIP  and  then  I  will  comment  briefly  on 
some  issues  for  consideration  under  reauthorization. 

First,  SCHIP  enrollment  increased  rapidly  during  the  program's 
early  years  but  it  has  stabilized  in  recent  years.  Total  annual  en- 
rollment has  leveled  off  at  about  6  million  individuals  including 
just  over  600,000  adults  with  about  4  million  individuals  enrolled 
at  any  point  in  time.  Many  States  adopted  innovative  outreach 
strategies  and  simplified  and  streamlined  their  enrollment  process 
in  order  to  reach  as  many  eligible  children  as  possible.  Neverthe- 
less, 11.7  percent  of  children  nationwide,  about  9  million  children, 
remain  uninsured,  many  of  whom  are  eligible  for  SCHIP.  States' 
SCHIP  programs  reflect  the  flexibility  for  them  in  their  overall  pro- 
gram design.  Currently,  18  States  operate  a  separate  child  health 
program,  11  use  a  Medicaid  expansion  program  and  21  use  a  com- 
bination of  the  two.  As  of  fiscal  year  2005,  about  27  States  had 
opted  to  cover  children  and  families  with  incomes  up  to  200  percent 
of  the  Federal  Poverty  level.  Another  14  States  had  opted  to  exceed 
that  threshold  with  seven  States  covering  children  and  families  up 
to  300  percent  of  poverty  or  higher.  Thirty-nine  States  require  fam- 
ilies to  contribute  to  the  cost  of  their  families'  care  through  some 
form  of  cost-sharing  such  as  premiums  or  co-payments.  Few  States, 
however,  only  nine,  operate  premium  assistance  programs  using 
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SCHIP  funds  to  help  pay  premiums  for  available  employer-spon- 
sored coverage,  in  part  because  States  find  these  programs  difficult 
,  to  administer.  As  of  last  month,  February,  we  identified  14  States 
that  have  approved  waivers  to  cover  one  or  more  of  three  categories 
of  adults  in  the  programs:  parents  of  eligible  Medicaid  or  SCHIP 
children,  pregnant  women  or  childless  adults. 

Second,  SCHIP  spending  was  low  initially  but  now  threatens  to 
exceed  available  funding.  Some  States  have  consistently  spent 
more  than  their  allotments  while  other  consistently  less.  In  the 
!     first  years  of  the  program,  States  that  overspent  their  annual  allot- 
1     ments  over  the  3-year  period  of  availability  could  rely  on  other 
j     States'  unspent  funds  which  were  redistributed  to  cover  excess  ex- 
!    penditures.  Over  time,  however,  spending  has  grown  and  the  pool 
of  funds  available  for  redistribution  has  shrunk.  As  a  result,  18 
States  were  projected  to  have  funding  shortfalls  in  at  least  one  of 
the  final  3  years  of  the  program,  that  is,  they  were  expected  to  ex- 
haust available  funds  including  current  and  prior  year  allotments. 
To  respond  to  these  projected  shortfalls,  Congress  has  appropriated 
I    an  additional  $283  million  for  fiscal  year  2006  and  recently  redis- 
tributed certain  unspent  allotments  from  fiscal  years  2004  and 
2005.  Even  so,  as  has  already  been  mentioned,  14  States  are  pro- 
I    jected  to  exhaust  their  allotments  in  fiscal  year  2007. 

Finally,  Mr.  Chairman,  as  Congress  addresses  SCHIP  reauthor- 
ization, the  single  issue  at  the  forefront  may  very  well  center  on 
the  financing  of  the  program  yet  this  decision  involves  many  mov- 
ing and  interdependent  parts.  They  include  how  to  maintain  States' 
flexibility  within  the  program  without  compromising  the  over- 
|  arching  goal  of  covering  uninsured  children,  how  to  help  ensure 
stable  yet  fiscally  sustainable  public  commitments  at  both  the 
State  and  Federal  levels,  and  finally,  how  to  assess  issues  associ- 
ated with  equity  including  better  targeting  of  SCHIP  funds  to 
achieve  certain  public  policy  goals  more  consistently  nationwide. 
Mr.  Chairman,  this  concludes  my  remarks. 

[The  prepared  statement  of  Ms.  Allen  appears  at  the  conclusion 
of  the  hearing.] 

Mr.  Pallone.  Thank  you,  Ms.  Allen.  Let  me  just  tell  everybody, 
we  have  12  minutes  remaining  for  the  first  vote.  There  are  five 
votes.  These  are  the  last  votes  for  the  day  and  there  is  also  the  de- 
bate for  10  minutes  on  a  motion  to  recommit  so  we  will  be  a  while. 
I  was  just  figuring  since  there  is  12  minutes,  I  will  yield  myself  five 
and  then  we  will  break,  so  if  anybody  wants  to  go,  they  can  leave 
now  and  then  we  will  have  the  rest  of  the  questions  after. 

Mr.  Hall.  Mr.  Chairman,  will  you  yield? 

Mr.  Pallone.  Yes. 

Mr.  Hall.  Will  you  make  available  to  us  to  submit  questions  and 
ask  them  to  respond  in  a  reasonable  time. 
'       Mr.  Pallone.  Absolutely.  So  ordered, 
i       Mr.  Hall.  Thank  you,  sir. 

Mr.  Pallone.  But  I  will  start  and  yield  myself  5  minutes  so  we 
can  at  least  get  that  5  minutes  in. 

I  wanted  to  ask  Mr.  Weil,  some  groups  who  are  opposed  to  shor- 
ing up  the  SCHIP  program  argue  that  when  there  is  public  cov- 
'     erage  available,  families  will  drop  their  employer  coverage  in  order 
to  get  it  or  employers  will  stop  offering  coverage,  and  I  have  heard 
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opponents  of  SCHIP  argue  that  because  we  have  seen  a  decline  in 
employer- sponsored  coverage  over  the  last  10  years  and  at  the 
same  we  have  seen  an  increase  in  SCHIP  coverage,  that  SCHIP 
has  in  some  way  caused  the  drop  in  employer-sponsored  coverage. 
This  is  the  crowd-out  issue,  if  you  will.  On  the  first  day  of  the  hear- 
ing, the  last  hearing  that  we  had,  Ms.  Owcharenko  cited  a  paper 
by  Jonathan  Gruver  and  Kazala  Simon  that  supported  this  asser- 
tion. However,  Jonathan  Gruver  has  sent  a  letter  to  Chairman  Din- 
gell  clarifying  the  information  in  his  study  and  I  would  like  to  in- 
troduce those,  both  Mr.  DingelFs  letter  and  the  response  into  the 
record,  and  he  says  in  his  response,  "In  our  most  general  specifica- 
tion, we  find  no  evidence  of  crowd-out  associated  with  SCHIP  per 
se."  In  addition,  he  states  that  public  expansions  like  SCHIP  re- 
main the  most  cost-effective  means  of  expanding  health  insurance 
coverage.  So  I  would  like  you  to  talk  about  this  crowd-out  issue, 
whether  in  your  opinion  SCHIP  is  causing  crowd-out  or  the  decline 
in  employer-sponsored  health  insurance  coverage  and  can  you  give 
us  your  thoughts  on  Dr.  Gruver  and  Simon's  report  and  letter 
which  I  assume  that  you  have  seen. 

Mr.  Barton.  Mr.  Chairman,  before  he  answers,  can  the  minority 
have  copies  of  these  letters,  please? 

Mr.  Pallone.  Yes,  certainly.  We  will  circulate  them  as  I  speak 
hopefully. 

Mr.  Barton.  Thank  you. 

Mr.  Pallone.  Mr.  Weil? 

Mr.  Weil.  Mr.  Chairman,  the  issue  of  crowd-out  is  very  complex. 
The  methods  that  economists  use  to  try  to  pull  it  apart  are  not 
quite  to  the  task  and  so  if  you  look  at  a  variety  of  estimates  that 
very  smart  people  have  made,  you  will  see  a  range.  This  new  study 
adds  yet  another  data  point  but  does  not  really  change  the  overall 
conclusion,  which  is  that  there  is  not  a  lot  but  there  is  some.  There 
is  no  way  the  Government  can  invest  in  an  area  where  some  people 
are  spending  their  own  money  without  a  certain  response  but  the 
estimates  in  the  paper  are  consistent  actually  with  the  ones  that 
have  been  given  before,  a  quarter  or  so,  and  I  think  your  prior 
witness's  characterization  of  the  conclusion  of  the  paper  is  not  real- 
ly quite  right.  The  paper  does  not  reach  the  conclusion  that  there 
is  a  60  percent  crowd-out  rate,  and  it  tries  to  look  at  families  in 
a  way  that,  without  getting  bogged  down  in  the  methodological 
issues,  I  think  is  stretching  and  not  quite  looking  at  the  question 
right,  and  I  have  spoken  to  some  colleagues  about  that. 

A  fair  reading  of  the  Gruver-Simon  paper  is  another  piece  of  evi- 
dence that  there  is  a  small  amount  but  this  is  not  a  new  bombshell 
telling  you  to  stop  running  this  program  because  you  are  wasting 
your  money.  I  would  just  say  though  that  any  area,  whether  it  is 
education,  public  safety,  anywhere  that  the  Government  makes  an 
appropriation  and  expenditure,  there  is  some  chance  there  will  be 
some  private  citizens  who  reduce  theirs.  The  issue  is  really  the  pol- 
icy response  to  crowd-out,  not  whether  or  not  it  exists,  and  I  think 
there  is  really  no  reason  to  think  given  the  size  of  the  estimates 
that  the  right  policy  response  is  either  to  reduce  eligibility  or  to  in- 
crease the  hurdles  to  getting  into  the  program.  In  fact,  in  this 
Gruver-Simon  paper,  he  estimates  that  the  provisions  that  States 
made  to  try  to  prevent  people  from  dropping  private  coverage  and 
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moving  into  SCHIP  actually  caused  more  crowd-out  than  they  pre- 
vented. So  I  just  think  we  have  to  accept  that  if  we  are  going  to 
help  people  without  health  insurance,  that  that  is  the  priority  and 
that  that  the  reason  employers  are  dropping  coverage  has  pri- 
marily to  do  with  growing  costs  that  are  affecting  everyone.  You 
have  an  obligation  to  meet  the  needs  of  your  citizens  and  I  think 
it  is  fair  to  say  that  the  SCHIP  program  based  on  the  overall  re- 
view of  the  evidence  is  a  very  effective  investment  in  addressing 
that  problem. 

Mr.  Pallone.  Thank  you,  and  I  am  going  to  quickly  get  to  Sen- 
ator Vitale  with  only  a  few  minutes  left. 

Could  you  discuss,  Senator,  how  the  cap  on  Federal  funding  on 
SCHIP  has  affected  New  Jersey,  and  more  specifically,  since  Fed- 
eral SCHIP  spending  is  capped  at  $5.4  billion  a  year  into  the  fu- 
ture, what  will  this  mean  for  New  Jersey's  ability  to  continue  those 
they  are  already  covering  as  well  as  any  new  children  in  the  fu- 
ture? 

Mr.  Vitale.  We  are  currently  experiencing  a  $195  million  short- 
fall from  SCHIP  so  that  is  that  the  State  treasury  is  making  up 
the  difference  for  that  shortfall.  We  are  covering  more  children  in 
New  Jersey  than  most  of  the  States  by  way  of  Federal  poverty  but 
it  is  that  New  Jersey  has  an  ever-growing  divide  between  the  haves 
and  have-nots,  and  the  reallocation  or  the  diminishing  reallocation 
of  funds  on  an  annualized  basis  has  a  significant  effect  in  terms  of 
the  way  it  is  New  Jersey  can  afford  to  underwrite  the  costs  of  what 
is  left.  We  have  64,000  children  in  New  Jersey  who  are  still  eligible 
for  SCHIP  or  Medicaid  but  not  yet  enrolled  and  we  are  aggressively 
pursuing  them  through  a  number  of  means  but  the  failure  to  re- 
allocate— and  I  would  advocate  that  we  increase  funding  for  SCHIP 
because  it  has  been  so  successful  as  a  method  to  reach  the  rest  of 
those  children,  particularly  in  States  that  have  not  expanded  to  the 
levels  that  New  Jersey  has. 

Mr.  Pallone.  Thank  you.  We  are  out  of  time  and  we  are  going 
to  have  to  break  now,  and  I  estimate  probably  about  45  minutes 
or  so  before  we  come  back,  so  thank  you. 

[Recess.] 

Mr.  Pallone.  I  would  ask  our  panelists  to  come  back  up  and  we 
will  begin  and  I  yield  to  our  ranking  member,  Mr.  Deal. 

Mr.  Deal.  Thank  you,  Mr.  Chairman,  and  thanks  to  the  panel 
for  being  here.  As  we  consider  the  issue  of  reauthorization  of 
SCHIP,  obviously  there  are  many  points  of  view  and  this  panel  has 
expressed  some  of  them  here  today. 

Let  me  start,  Dr.  Sloyer,  with  the  State  of  Florida  since  you  have 
been  one  of  the  more  responsible  States  in  terms  of  living  within 
your  means  and  the  allocations  of  the  program.  Does  Florida  have 
plans  to  spend  all  of  its  2007  allocation  prior  to  its  expiration  in 
2009? 

Ms.  Sloyer.  We  most  certainly  do.  We  in  our  last  revenue  esti- 
mating conference  anticipate  that  we  will  spend  every  dime  by  the 
end  of  our  roll  forward  period  in  2009. 

Mr.  Deal.  So  I  assume  that  you  would  be  a  little  reluctant  for 
any  proposal  for  either  the  shortfall  or  otherwise  that  would  take 
away  that  money  to  help  States  who  have  not  lived  within  their 
means? 
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Ms.  Sloyer.  I  would  say  a  little  reluctant  is  an  understatement. 

Mr.  Deal.  One  of  the  problems  that  we  have  in  looking  at  reau- 
thorization as  I  view  it  is  the  great  discrepancy  and  variance 
among  the  States.  Now,  I  know  Mr.  Weil  says  that  that  is  federal- 
ism and  it  is,  but  there  generally  have  to  be  general  parameters, 
and  Senator  Vitale,  we  don't  mean  to  pick  on  you  but  Frank  invited 
you  so  you  have  become  the  poster  child  for  maybe  some  of  us 
viewing  what  is  wrong,  even  though  my  State  is  in  a  shortfall  and 
we  didn't  exceed  it  by  insuring  adults  or  singles  or  parents  or  any- 
body else.  If  we  are  criticized  for  anything,  I  guess  it  is  we  are  235 
percent  of  poverty  rather  than  200  percent,  which  seems  to  be  the 
standard.  But  as  I  understand  it,  in  the  State  of  New  Jersey,  with 
some  of  the  provisions  that  allow  you  to  have  income  disregards, 
that  a  family  of  four  in  New  Jersey  can  have  an  income  of  maybe 
in  excess  of  $72,000.  Does  that  sound  about  right  to  you? 

Mr.  Vitale.  Yes,  close  enough. 

Mr.  Deal.  For  a  program  that  by  the  legislative  authorization 
was  designed  to  deal  with  children  who  are  at  a  "near  poverty 
level",  that  becomes  very  difficult  for  some  of  us  to  understand  how 
it  fits  into  the  mix,  and  I  know  you  will  understand  that  that  is 
one  of  the  criticisms  that  we  all  have  to  take  into  account. 

With  regard  to  where  do  we  go  from  here,  I  think  one  of  the 
questions  is,  should  we  get  to  a  more  uniform- type  standard  as  the 
basis  for  it,  and  one  of  the  great  criticisms  of  some  States  and  yet 
the  advocacy  for  it  on  the  others  who  have  advocated  it  is  that  par- 
ents should  be  included  in  the  mix  of  children  who  are  eligible. 
Senator  Vitale,  have  you  all  look  at  the  possibility  of  including  the 
parents  with  the  Medicaid  FMAP  as  opposed  to  the  SCHIP  FMAP, 
and  would  you  be  as  interested  in  doing  it  that  way  with  the  lower 
FMAP  matching  for  those  people? 

Mr.  Vitale.  We  currently  cover  parents,  only  parents  of  children, 
not  the  childless  adults  but  parents,  up  to  only  115  percent  of  pov- 
erty. There  are  parents  in  Medicaid  of  course  who  would  otherwise 
not  be  eligible  for  FamilyCare  or  SCHIP  but  I  think  it  is  appro- 
priate that  we  cover — 100  percent  of  the  poverty  level,  even  200 
percent  of  poverty  in  New  Jersey  is  an  extremely  low  amount  of  an- 
nual income  for  a  family  and  since  we  don't  cover  childless  adults, 
only  parents  of  children  who  are  in  the  program  but  not  all  chil- 
dren, and  since  we  go  to  350  percent  for  our  kids  and  for  a  time 
we  were  at  200  percent  for  parents,  it  was  really  a  match-up  for 
parents  and  kids  and  now  we  of  course  have  abandoned  200  per- 
cent and  we  are  back  down  to  115.  It  seems  appropriate.  These  are 
individuals  who  will  never,  ever  in  their  wildest  dreams  have  ac- 
cess to  health  insurance.  Their  primary  care  physician  is  the  emer- 
gency room  doctor  or  nurse. 

Mr.  Deal.  When  a  State  like  yours  and  others — I  think  when  you 
put  Illinois  along  with  you,  those  two  States  alone  have  consumed 
all  of  the  unused  funds  from  all  of  the  other  States  combined  over 
the  last  2-year  period.  I  believe  you  all  have  consistently  been  at 
like  270  percent  of  your  allocations.  Now,  my  State,  as  I  say  is  not 
blameless  because  we  haven't  kept  and  lived  within  our  means  ei- 
ther. The  problem  I  think  we  have  with  it  is  that  hopefully  we  will 
keep  this  as  a  block  grant  program.  It  gets  to  look  more  and  more 
like  an  entitlement  when  we  consistently  overspend  at  the  State 


I 
I 


117 

level  and  then  expect  the  Federal  Government  to  make  up  the 
shortfall.  It  begins  to  make  it  look  like  an  entitlement  program  but 
only  an  entitlement  program  for  those  States  who  have  overspent 
and  that  creates  the  inequity  I  think  we  have  to  deal  with  and  ob- 
viously is  going  to  be  one  of  those  situations  that  we  all  have  to 
be  concerned  with  in  reauthorization. 

I  overstayed  my  time,  I  guess.  Thank  you,  Mr.  Chairman. 

Mr.  Pallone.  Thank  you,  Mr.  Deal. 

Mr.  Green. 

Mr.  Green.  Thank  you,  Mr.  Chairman. 

I  guess  coming  from  Texas  I  philosophically  agree  with  my  col- 
league from  Georgia  although  in  Texas  we  haven't  overspent  our 
allocation.  In  fact,  we  haven't  spent  what  I  wanted  them  to  on  their 
allocation,  but  that  is  an  issue  hopefully  we  will  deal  with.  My 
State  of  Texas  provides  6  months  for  SCHIP  coverage  before  kids 
have  to  re-enroll  in  the  program.  The  States  that  operate  the  sepa- 
rate SCHIP,  only  Texas  and  Oregon  cover  children  for  the  6 
months  at  a  time,  and  since  Texas  implemented  the  policy  in  2003, 
we  lost  approximately  180,000  children  from  SCHIP  rolls  and  50 
percent  of  those  children  remain  uninsured.  It  seems  pretty  simple 
that  12  months  of  uninterrupted  coverage  will  help  keep  kids  on 
the  rolls  and  result  in  better  health  care  outcomes  for  children. 
However,  according  to  the  Texas  Children's  Hospital,  one  of  the 
HMOs  insuring  Texas  children  under  SCHIP  in  Houston,  a  12- 
month  coverage  policy  has  added  benefit,  actually  saving  the  States 
money.  In  fact,  Texas  Children's  Health  Plan  data  shows  that  12- 
month  coverage  results  in  a  25  percent  reduction  in  claims  cost  per 
child,  and  can  the  witnesses  speak  to  that  issue  and  the  cost  sav- 
ings that  States  accrue  by  covering  children  for  12  months  as  op- 
posed to  the  6  months?  Because  it  is  clear  that  at  least  in  Texas 
the  6  months  coverage  was  enacted  to  suppress  the  enrollment  and 
keep  State  costs  down. 

Mr.  Vitale.  If  I  could,  I  think  there  are  certainly  a  number  of 
issues.  One,  of  course,  is  the  issue  of  the  continuum  of  care  and 
that  children  have  access  and  they  may  not  access  their  insurance 
or  access  a  provider  within  the  first  6  months  of  their  enrollment, 
and  if  they  have  to  re-enroll  every  time  and  if  that  re-enrollment 
process  is  a  little  difficult  where  there  are  barriers  to  re-enrollment 
in  terms  of  when  they  have  to  begin  to  reapply,  if  there  are  mis- 
takes in  their  application,  that  holds  up  their  re-enrollment.  So  I 
think  for  any  numbers  of  reasons  it  makes  sense  that  we  do  in  New 
Jersey,  we  have  annual  enrollment.  We  have  one  card  that  we  give 
to  the  parent  for  the  child  for  their  coverage.  That  saved  the  State 
millions  of  dollars.  We  were  giving  out  one  card  per  month  for 
membership.  But  enrolling  them  for  the  entirety  of  the  year  gives 
them  the  continuum  of  care  for  that  12-month  period  and  in  New 
Jersey  what  we  have  provided  is  for  an  aggressive  re-enrollment 
process  to  make  sure  that  they  are,  No.  1  eligible  to  re-enroll,  and 
we  do  that  not  only  through  the  application  process  but  through 
Wage  and  Hour  and  Treasury.  We  have  backtracked  electronically 
what  the  income  is  for  the  family  to  make  sure  that  it  is  valid.  For 
any  number  of  reasons  an  annual  enrollment  or  an  annual  eligi- 
bility is  the  best  way  to  go  for  two  different  reasons. 
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Mr.  Green.  When  you  say  you  backtracked  it,  that  is  through 
your  State  treasury? 

Mr.  VlTALE.  Yes,  through  Wage  and  Hour  through  the  treasury. 

Mr.  Green.  Is  that  information  available  to  some  States — we 
don't  have  an  income  tax,  for  example.  Is  that  available  from  the 
Federal  side? 

Mr.  Vitale.  Gee,  I  don't  know.  It  is  from  our  Wage  and  Hour  lo- 
cally so  when  companies  submit  their  data  monthly,  we  were  able 
to  capture  that  information. 

Mr.  Green.  Any  other  response  to  that  question? 

A  follow-up  question  is,  can  you  speak  to  the  effect  of  the  6-  ver- 
sus 12-month  coverage  for  the  State  Medicaid  cost?  For  example, 
2004  data  from  our  Texas  Health  and  Human  Services  Commission 
indicates  that  the  number  of  children  moving  from  SCHIP  to  Med- 
icaid is  far  higher  than  the  number  of  children  moving  from  Medic- 
aid to  SCHIP,  so  we  are  having  children  going  from  SCHIP  to  Med- 
icaid and  less  than  from  Medicaid  to  SCHIP.  While  the  6-month 
coverage  period  may  keep  enrollment  down,  and  ironically  also  con- 
tributes to  a  net  loss  of  State  dollars,  since  the  State  receives  a  bet- 
ter match  for  children  under  SCHIP  than  they  do  under  Medicaid, 
can  you  comment  on  the  effect  of  keeping  children  in  SCHIP  longer 
would  have  on  the  State  Medicaid  budgets?  Is  there  an  effort  to 
keep  children  on  SCHIP  as  compared  to  Medicaid  because  of  the 
additional  cost  to  the  State? 

Mr.  Weil.  I  think  it  is  very  difficult  to  generalize  about  the  budg- 
et effects  across  different  States  in  these  policies.  I  do  think  the 
States  have  learned  a  lot  in  these  10  years  and  one  of  the  things 
they  have  learned  is  that  12-month  continuous  enrollment  helps 
achieve  the  objective  of  the  program,  which  is  to  assure  that  chil- 
dren have  health  insurance.  But  you  do  have  in  the  structure  of 
this  program,  States  have  the  choice  to  decide  a  lot  of  things,  and 
for  budgetary  reasons,  for  their  own  decisions  about  the  kind  of 
program  they  want  to  run,  they  don't  have  to  do  that.  There  is  a 
combination  of  a  financial  component  to  the  decisions  States  make 
but  there  is  also  a  choice  about  how  they  want  to  run  the  program 
and  I  think  those  States  that  are  most  interested  in  achieving  en- 
rollment and  retaining  enrollment  have  gone  the  route  of  longer  pe- 
riods of  eligibility.  Clearly  there  is  a  cost  to  Medicaid  to  programs 
that  do  not  take  full  advantage  of  SCHIP  so  just  because  a  State 
saves  money  on  one  side  does  not  mean  they  will  save  it  on  the 
other  side,  and  similarly,  there  is  a  cost  to  the  Federal  Government 
if  States  are  not  fully — although  they  get  a  higher  match  in 
SCHIP,  if  they  are  taking  actions  that  yield  more  folks  over  on  the 
Medicaid  side,  then  the  cost  may  show  up  over  there. 

Mr.  Green.  Mr.  Chairman,  I  know  my  time  has  run  out,  and  I 
have  two  other  questions  that  I  would  like  to  submit  to  the  panel 
later  if  that  is  OK. 

Mr.  Pallone.  You  can,  but  we  also  will  have  a  second  round,  so 
it  is  up  to  you. 

Mr.  Green.  I  will  probably  submit  them. 

Mr.  Pallone.  I  will  leave  it  up  to  you.  So  moved.  That  is  fine. 
Mr.  Engel. 

Mr.  Engel.  Thank  you,  Mr.  Chairman. 
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Dr.  McDavid,  I  want  to  thank  you  for  being  here  on  behalf  of  the 
National  Association  of  Children's  Hospitals.  I  have  great  admira- 
tion for  the  service  that  Children's  Hospital  in  my  area  such  as 
Montefiore  Children's  Hospital  in  my  district  in  Bronx,  New  York, 
and  Blythedale  at  the  New  York  Presbyterian  in  Manhattan  pro- 
vide to  my  constituents,  and  I  am  thrilled  to  welcome  you  to  our 
committee. 

Sixty-one  national  advocacy  groups  devoted  to  improving  chil- 
dren's health  requested  $60  billion  in  additional  monies  to  reau- 
thorize SCHIP  this  year.  The  President  countered  with  $4.8  billion. 
Clearly  there  is  a  disconnect  and  we  know  based  on  the  adminis- 
tration's own  estimates,  only  funding  the  program  at  $4.8  billion 
could  cause  up  to  400,000  children  to  lose  SCHIP  coverage.  Can 
you  please  tell  me  where  does  the  National  Association  of  Chil- 
dren's Hospitals  stand  on  the  issues  of  SCHIP  funding?  I  think  I 
know  but  I  want  you  to  say  it.  And  do  you  believe  that  it  would 
be  acceptable  for  Congress  to  allow  so  many  children  to  lose  their 
SCHIP  coverage  over  the  next  5  years?  Obviously  I  am  outraged 
over  it  and  I  think  it  is  morally  imperative  and  fiscally  responsible 
to  devote  more  resources  to  providing  and  even  improving  and  ex- 
tending children's  coverage.  So  I  hope  you  agree  with  this  state- 
ment and  I  would  like  to  hear  your  views  on  it. 

Dr.  McDavid.  Well,  the  National  Association  of  Children's  Hos- 
pitals would  like  to  have  all  children  covered,  that  funding  for 
SCHIP  and  Medicaid  be  sufficient  not  only  to  cover  the  children 
who  are  now  enrolled  but  to  enroll  the  children  who  are  eligible  but 
are  not  enrolled,  Mr.  Engel.  The  exact  number,  I  would  respond 
that  NACH  can  help  with  that  but  that  will  be  a  CBO  designation. 
That  number  will  evolve  as  we  know  what  the  requirements  are 
going  to  be.  The  position  of  NACH  is  that  all  children  be  covered, 
that  Medicaid  and  SCHIP  be  appropriately  funded,  and  eligible  and 
unenrolled  children  be  enrolled. 

Mr.  Engel.  Thank  you.  I  want  to  ask  you  about  asthma  because 
my  area  of  the  world  in  the  Bronx,  we  have  the  largest,  I  think, 
percentage  of  asthmatic  children  of  virtually  anywhere  in  the  coun- 
try. Two  of  my  own  children  have  asthma,  my  wife  has  asthma, 
and  a  study  several  years  ago  noted  that  children  living  in  New 
York  City  primarily  in  the  Bronx  were  almost  twice  as  likely  to  be 
hospitalized  for  asthma  compared  to  the  nationwide  average.  Obvi- 
ously it  contributes  to  school  absenteeism  for  children  and  it  is 
very,  very  difficult  and  I  want  to  tell  you  that  I  was  pleased  that 
in  your  testimony  you  focused  on  the  importance  of  comprehensive 
care  for  children  with  chronic  illnesses  so  I  would  like  if  you  could 
please  comment  on  how  chronic  care  management  by  programs  like 
SCHIP  and  Medicaid  can  reduce  overall  costs  to  families  and  safety 
net  providers. 

Dr.  McDavid.  Well,  medicine  has  evolved.  We  have  learned  more 
in  the  last  100  years  that  we  knew  in  the  previous  1,000  years,  and 
the  illnesses  that  children  used  to  die  from  they  no  longer  die  from. 
Immunizations  have  made  an  incredible  inroad  into  child  health. 
With  the  introduction  of  the  H.  influenza  B  vaccine,  we  basically 
eradicated  the  No.  1  cause  of  bacterial  meningitis  in  children  under 
6  within  8  years  of  the  introduction  of  that  vaccine.  My  residents 
don't  know  what  measles  looks  like.  They  don't  know  what  chicken 
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pox  looks  like.  Those  are  the  diseases  that  used  to  make  children 
sick  and  also  families  would  have  to  lose  time  at  work. 
Mr.  Engel.  I  had  them  both. 

Dr.  McDavid.  Well,  they  wouldn't  know  what  it  looks  like  now. 
When  I  was  training,  which  wasn't  that  long  ago,  but  it  was  some 
time  ago,  80  percent  of  all  children  who  were  diagnosed  with  leuke- 
mia would  die  and  now  80  percent  of  children  who  are  diagnosed 
with  leukemia  live.  That  is  a  chronic  illness.  Asthma  is  a  chronic 
illness.  Diabetes  is  a  chronic  illness  in  children  and  we  are  seeing 
type  2  diabetes  in  children.  So  a  lot  of  diseases  that  children  didn't 
live  long  enough  to  have  or  didn't  live  long  with,  they  are  now  liv- 
ing. We  are  doing  better.  So  we  have  to  provide  that  kind  of  care. 
My  concern  is  that  children  go  to  school  and  families  are  allowed 
to  work  and  that  is  what  good  care  on  a  routine  basis  does  for  fami- 
lies. 

Mr.  Engel.  Thank  you. 

Thank  you  very  much,  Mr.  Chairman.  I  see  my  time  is  just  about 
up.  So  thank  you. 

Mr.  Pallone.  Thank  you. 

We  are  going  to  go  into  a  second  round,  so  I  guess  I  am  next. 
I  will  just  yield  myself  5  minutes. 

I  wanted  to  follow  up  on  this  idea  of,  I  call  it  flexibility.  That 
when  the  SCHIP  program  was  founded  and  I  think  everybody  who 
is  up  here  now  was  here  at  the  time,  it  was  not  an  entitlement  the 
way,  Mr.  Deal  mentioned.  It  wasn't  intended  to  be.  And  the  idea 
was  flexibility,  that  each  State  basically  would  be  able  to  try  to  tai- 
lor the  program  to  its  own  needs  and  so  now  we  do  have  the  pro- 
posal by  the  President  to  cut  back  the  200  percent  and  not  include 
for  children  and  not  include  the  adults  other  than  those  I  guess 
that  have  already  been  covered  and  so  I  just  wanted  to  hear  from 
some  of  you  about  why  you  think  some  States  have  gone  beyond 
the  guidelines  now  that  the  President  is  proposing  and  what  it 
would  mean  if  we  cut  back,  and  I  guess  I  will  ask  Senator  Vitale, 
I  will  ask  Dr.  Sloyer,  anybody  else  who  wants  to  get  into  it,  but 
just  explain  to  us  why  this  was  done.  One  of  the  statements  that 
was  made  by  the  Governor  of  Tennessee  at  the  National  Governors 
Association — I  was  there  on  Monday — was  that  we  submitted  these 
proposals  to  go  beyond  the  200  percent  or  to  include  adults  and 
they  are  approved.  They  have  been  approved  all  along  so  why  all 
of  a  sudden  are  we  being  told  to  cut  back.  And  if  you  just  would 
comment  on  it? 

Mr.  Vitale.  Sure. 

Mr.  Pallone.  I  will  start  with  you. 

Mr.  Vitale.  Thank  you,  Congressman.  You  are  right  that  when 
we  were  first  at  200  percent  of  poverty  in  the  beginning  of  KidCare 
in  1998,  it  was  widely  publicized  and  accepted  that  it  was  a  great 
thing  for  kids.  But  we  also  recognize  that  New  Jersey's  cost  of  liv- 
ing was  much  higher  than  most  States,  its  median  income,  per  cap- 
ita income  was  much  higher  and  the  cost  of  living — to  rent  a  one- 
bedroom  apartment  in  the  average  community  is  nearly  $1,300  a 
month,  and  those  are  issues  that  I  can't  solve  but  what  I  can  try 
to  solve  is  the  health  care  issues  for  children.  We  did  apply  and  it 
was  Governor  Whitman  at  the  time,  a  Republican  Governor,  who 
applied  for  expansion  to  350  percent.  It  was  approved  by  CMS  and 
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so  essentially  we  believed  that  we  a  deal.  We  had  an  agreement 
and  this  is  going  to  be  a  partnership  that  would  be  ongoing.  We 
didn't  decide  to  go  to  350  percent  because  we  wanted  to  relieve 
someone  else  the  responsibility  and  obligation  to  provide  the  health 
care.  It  wasn't  affordable  for  those  individuals.  It  should  also  be 
noted  that  at  350  percent  or  even  at  300  percent  and  even  below 
that,  there  is  a  premium  contribution  by  the  parent  so  it  is  not  a 
freebie.  There  is,  for  lack  of  a  better  term,  skin  in  the  game  for 
those  who  are  above  200  percent  and  get  closer  to  350  percent  and 
it  is  significant  in  terms  of  being  responsible  and  we  found  also 
that  those  parents  how  are  covered  closer  to  350  percent  want  to 
be  able  to  contribute  some  dollars  toward  that.  Some  of  them  that 
we  have  interviewed  and  we  have  talked  to  have  said  that  they 
don't — maybe  it  is  a  personal  thing  but  they  don't  feel  as  though — 
it  is  an  entitlement  that  they  don't  think  that  they  want  to  be  asso- 
ciated with.  They  don't  mind  spending  a  few  dollars  to  provide 
their  premium  coverage. 

But  the  comments  that  other  States  have  lived  within  their 
means,  I  don't  understand  that.  I  think  I  understand  the  perspec- 
tive that  at  one  time  the  Federal  Government  gave  us  the  oppor- 
tunity to  go  to  200  percent,  this  was  the  limit,  but  when  you  say 
you  can  go  to  350  percent  and  we  will  match  it  at  65  percent,  then 
it  is  that  we  took  advantage  of  that  for  the  sole  purpose  of  provid- 
ing health  insurance  for  children  who  would  never,  ever  have  that 
opportunity  for  that  kind  of  care. 

Mr.  Pallone.  Well,  let  me  just  ask  Mr.  Weil,  over  the  past  few 
weeks  we  have  heard  a  number  of  people  suggest  that  SCHIP  has 
gone  well  beyond  its  intended  reach.  Do  you  think  the  program 
really  has  run  amok  with  all  these  waivers  that  were  permitted 
under  the  law?  Are  there  beneficial  aspects  to  the  fact  that  we  are 
going  above  the  200  percent  for  kids  and  allowing  adults,  parents, 
or  do  you  think  we  have  gone  amok? 

Mr.  Weil.  We  certainly  haven't  gone  amok,  and  the  statute  in  its 
own  language  says  that  HHS  will  reallocate  unspent  dollars  to 
those  States  that  need  them  and  therefore  seeing  other  States  not 
using  the  funds  did  exactly  what  the  statute  anticipated.  Why  did 
States  go  further?  Some  were  already  covering  at  higher  levels  and 
the  statute  took  that  into  consideration.  Some  found  that  the  data 
on  which  their  allocations  were  based  didn't  match  the  reality  as 
they  went  out  to  find  families.  Some  used  the  funds  as  part  of  an 
overall  strategy  to  try  to  reach  more  uninsured  people  in  their 
States  whether  children  or  families  and  in  some  instances,  but  not 
many,  childless  adults  and  of  course  Congress  has  already  taken 
that  option  away,  and  States  are  charging  cost-sharing  to  families. 
I  would  just  note  the  real  bottom-line  answer  to  your  question  is, 
States  took  advantage  of  this  program  because  the  Federal  Govern- 
ment was  taking  no  action  on  a  problem  that  States  saw  as  central, 
which  is  the  growing  number  of  uninsured  and  the  growing  cost 
problem  that  small  businesses  and  families  were  facing,  and  this 
was  the  only  opportunity  for  States  to  interact  with  the  Federal 
Government  and  Federal  programs  to  address  that  problem.  If 
there  had  been  other  avenues  open,  I  am  sure  States  would  have 
considered  them  as  alternatives.  There  were  no  alternatives. 

Mr.  Pallone.  Thank  you. 
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Mr.  Deal? 

Mr.  Deal.  Thank  you. 

I  want  to  get  back  to  considerations  for  reauthorization  and  I 
think  the  first  place  we  ought  to  start  is  to  remember  that  the  C 
in  SCHIP  is  children,  and  they  ought  to  be  the  primary  focus.  Now, 
some  people  are  saying  we  ought  to  have  100  percent  of  all  children 
who  are  200  percent  of  poverty  or  below  enrolled  in  SCHIP.  I  per- 
sonally don't  think  you  will  ever  get  100  percent  of  any  particular 
category  enrolled.  What  is  an  agreeable  percent  of  200  percent  of 
poverty  of  children  that  should  be  sort  of  a  baseline,  if  you  will? 
Should  it  be  90  percent?  Anybody  think  it  ought  to  be  lower  than 
90  percent  of  below  200  percent  of  poverty  children  in  the  SCHIP 
program  as  a  priority?  Anybody  think  it  ought  to  be  less  than  90 
percent?  Is  90  percent  achievable?  I  think  we  have  had  States  that 
demonstrated  that  it  is  achievable.  Does  anybody  disagree  with 
that?  Does  it  get  problematic  when  you  fix  that  baseline  above  90 
percent?  Does  it  become  very  difficult  to  achieve?  I  think  I  see  most 
people  agreeing  that  it  probably  does.  OK.  So  if  we  are  looking  at 
where  we  should  spend  our  money,  is  there  anybody  that  disagrees 
with  the  fact  that  we  ought  to  set  a  baseline  of,  say,  90  percent  of 
children  at  200  percent  of  poverty  or  below  as  a  prerequisite  for 
spending  SCHIP  money  on  other  categories  such  as  adults  or  preg- 
nant women  or  whoever?  Does  anybody  disagree  with  that  propo- 
sition? 

Mr.  Vitale.  I  do,  Congressman. 
Mr.  Deal.  Why? 

Mr.  Vitale.  Because  it  is  that  there  are  children  who  live  at  210 
percent  of  poverty  or  250  percent  of  poverty  and  that  is  

Mr.  Deal.  They  are  not  as  bad  off  as  the  ones  below  200  percent 
though. 

Mr.  Vitale.  Well,  you  are  right,  but  it  is  also  marginal,  so  let  me 
give  you  an  example  of  a  family  of  two  in  New  Jersey  at  200  per- 
cent of  poverty  is  $27,000  a  year.  That  is  one  parent  and  one  kid. 

Mr.  Deal.  Well,  let  me  stop  you  though.  If  we  agree  90  percent 
of  those  below  200  percent  of  poverty  ought  to  be  the  sort  of  thing 
everybody  ought  to  be  able  to  achieve,  I  am  not  saying  you  can't 
spend  it  on  those  above  it.  I  am  just  saying  that  as  a  prerequisite 
to  that,  you  ought  to  achieve  a  certain  penetration  level  of  those 
lower  income  children.  OK.  That  is  the  point  I  was  making. 

Let  me  go  quickly  to  another  part,  and  Ms.  Allen,  I  was  looking 
in  the  recommendations  section  because  one  of  the  things  that  my 
State  says  is  a  problem  is  the  formula.  You  allude  to  it,  and  as  I 
understand  the  formula,  50  percent  of  the  formula  is  based  on  the 
Medicaid  formula  of  per  capita  income.  Is  that  correct?  Same  as 
you  use  in  the  Medicaid  program? 

Ms.  Allen.  That  is  correct. 

Mr.  Deal.  The  other  50  percent  is  based  on  the  uninsured  chil- 
dren and  those  in  the  poverty  level  and  the  complaint  my  State 
makes  is  that  once  they  have  been  successful  in  enrolling  the  chil- 
dren in  an  SCHIP  program,  they  don't  get  to  count  those  children 
for  future  allocations  of  money.  Does  that  make  any  sense  to  any- 
body? 

Ms.  Allen.  Yes,  sir.  There  are  concerns  about  the  formula  does 
disadvantage  those  States  that  are  achieving  a  high  rate  of  insur- 
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ing  children  and  that  is  one  of  the  recommendations  that  some  are 
making  to  relook  at  that  formula. 

Mr.  Deal.  So  theoretically,  if  you  have  100  percent  of  your  eligi- 
ble poverty  children,  you  would  lose  50  percent  or  more  of  your 
funding  for  the  next  allocation  period.  I  think  that  is  a  huge  prob- 
lem and  that  does  penalize  the  good  actors  in  the  process.  Would 
anybody  agree  we  ought  not  to  look  at  trying  to  fix  that?  Anybody 
disagree  with  trying  to  fix  that?  OK.  I  think  I  got  your  approval 
on  that  one. 

One  of  the  things  that  I  think  we  also  have  to  look  at  as  we  ap- 
proach this  is  that  we  shouldn't  lose  sight  of  the  fact  that  it  is  a 
block  grant  program  and  trying  to  keep  it  in  that  category  I  think 
is  very  important.  We  earlier  in  the  day  talked  about  the  possibility 
that  this  might  foreclose  private  insurance  in  the  marketplace  for 
employer-based  insurance  that  might  be  available  to  families  who 
might  say  well,  I  can  get  under  the  SCHIP  program  and  therefore, 
I  don't  elect  the  employer-based.  One  of  the  suggestions — and  some 
States  I  think  are  already  doing  it.  I  know  there  is  some  in  Medic- 
aid— of  using  SCHIP  money  to  assist  families  in  that  situation  to 
buy  in  to  the  private  plans  that  are  available  through  that  em- 
ployer-based system.  It  certainly  saves  a  State  money,  I  think,  to 
do  that.  Have  you  all  done,  Senator? 

Mr.  VlTALE.  Yes,  sir,  we  have.  In  New  Jersey  we  have  the  pre- 
mium assistance  program  for  parents  whose  children  are  already 
covered  in  dependent  coverage  at  work,  so  in  a  small  group  market 
if  your  child  is  covered,  the  State  if  they  would  be — if  they  are 
FamilyCare  eligible  but  enrolled  in  their  parent's  employer's  plan, 
then  two  things  can  happen.  One  is  that  they  would  have  to  go 
bare  for  3  months  before  they  would  be  eligible  for  our  SCHIP  pro- 
gram, which  prevents  the  crowd-out  piece.  But  we  do  though  say 
that  since  you  are  doing  the  right  thing,  you  are  insuring  your  kid 
at  work  and  you  are  paying  the  premium  but  you  are  FamilyCare 
eligible,  we  will  pay  a  piece  of  your  premium  to  help  you  support 
that  premium  because  we  know  that  you  are  eligible  so  let  us  do 
the  right  thing;  you  have  done  the  right  thing,  we  will  help  you  out 
a  little  bit  as  well  through  premium  support.  And  then  our  next 
sort  of  iteration  of  that  is  to  make  a  determination  upon  enrollment 
going  forward  this  legislation  we  are  considering  that  would  first 
ask  parents  if  they  have  health  insurance  opportunities  at  work, 
and  if  they  do  and  they  are  FamilyCare  eligible  and  if  the  premium 
is  equal  to  or  greater  than,  then  we  would  help  them  with  that  as 
well  to  sort  of  try  to  keep  them  in  employer-based  coverage  and 
support  that  system  as  well. 

Mr.  Deal.  Thank  you  very  much. 

Thank  you,  Mr.  Chairman. 

Mr.  Pallone.  Mr.  Burgess,  questions? 

Mr.  Burgess.  Thank  you,  Mr.  Chairman.  If  you  don't  mind,  I  ac- 
tually do  have  a  couple  of  questions  that  have  come  up  and  I  apolo- 
gize about  our  voting  schedule.  At  least  we  got  to  hear  from  all  of 
you  before  we  had  to  leave. 

I  apologize  because  I  wasn't  here  for  the  early  questions.  If  I  am 
re-asking  something  that  has  already  been  covered  to  just  be  pa- 
tient with  me,  it  won't  hurt  for  this  committee  to  hear  it  more  than 
once  anyway. 
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Ms.  Allen,  let  me  ask  you  about  the  eligibility  for  SCHIP  in  New 
Jersey  for  those  whose  net  income  is  200  percent  of  the  Federal 
poverty  level  or  below.  That  is  by  definition  the  definition  of  eligi- 
bility. Is  that  correct? 

Ms.  Allen.  In  New  Jersey  it  is  350  percent  percent  of  poverty. 

Mr.  Burgess.  Well,  is  that  technically  in  compliance  with  the  re- 
quirement that  the  program  cover  a  population  of  200  percent  of 
poverty  and  below  as  was  intended  when  Congress  passed  SCHIP? 
Anyone  can  answer. 

Mr.  Vitale.  I  can  answer  that.  We  first  began  in  1998  with 
SCHIP  when  it  first  rolled  out  and  we  went  to  200  percent  of  pov- 
erty for  kids  but  we  received  a  waiver  from  CMS  to  go  to  350  per- 
cent the  following  year  to  enroll  more  children.  So  our  waiver  was 
granted  by  the  Federal  Government  and  maintaining  that  65  per- 
cent/35 percent  Federal  match. 

Mr.  Burgess.  So  you  covered  all  the  kids  in  New  Jersey  if  they 
were  200  percent  of  poverty  and  below  by  that  time? 

Mr.  Vitale.  Most  of  the  children  in  New  Jersey  are  covered 
below  200  percent,  either  FamilyCare  or  Medicaid,  and  we  have 
more  children  enrolled  above  200  percent  to  350  percent.  The  num- 
bers get  a  little  less  as  you  go  closer  to  350  percent  because  those 
are  kids  whose  parents  come  in  and  out  of  insurance.  They  lose 
their  job,  they  lose  their  insurance  and  get  back  into  it.  So  we  have 
a  much  higher  enrollment  at  250  or  at  200  percent  below  and 
above  that. 

Mr.  Burgess.  So  now  we  go  up  to  350  percent  percent  of  poverty 
basically.  Now,  let  me  just  be  sure  that  I  am  correct  on  my  under- 
standing of  this.  This  is  not  the  State  of  New  Jersey  spending  New 
Jersey  money  for  everything  above  200  percent  percent  of  poverty 
to  350  percent?  It  is  the  Federal  money  that  you  are  drawing  down 
from  the  SCHIP  program? 

Mr.  Vitale.  That  is  correct.  The  Federal  Government  is  paying 
65  percent.  We  are  paying  35  percent  out  of  our  State  treasury. 

Mr.  Burgess.  So  in  a  sense,  you  are  then  disregarding  the  in- 
come for  those  between  200  percent  of  poverty  and  350  percent  of 
poverty? 

Mr.  Vitale.  Well,  sir,  we  are  not  disregarding  anything.  We  are 
not  disregarding  a  Federal  rule  because  we  were  given  a  waiver  by 
CMS  to  allow  us  to  cover  kids  above  200  percent  to  350  percent  so 
we  are  in  compliance  with  the  waiver. 

Mr.  Burgess.  Then  we  would  be  in  agreement  that  the  waiver 
is  the  problem?  OK. 

Mr.  Vitale.  No,  we  would  not. 

Mr.  Burgess.  Well,  Senator,  let  me  just  stay  with  you  for  a 
minute.  It  is  my  understanding  that  legislation  has  been  intro- 
duced in  Congress  that  would  take  2005  allotments  and  2006  allot- 
ments from  States  that  have  not  yet  expended  these  allotments  be- 
fore the  3-year  time  period  that  they  had  to  expend  the  funds  and 
take  those  monies  and  redistribute  to  States  who  will  spend  their 
entire  2007  allotment  before  the  end  of  the  fiscal  year.  Am  I  correct 
about  that? 

Mr.  Vitale.  Yes. 

Mr.  Burgess.  I  think  I  am  one  of  those  States  that  would  lose 
money  in  a  deal  like  that,  but  you  are  supportive  of  that  concept? 
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Mr.  ViTALE.  Well,  sir,  I  am  not  supportive  of  any  State  losing 
their  allocation  but  I  do  believe  that  all  States  that  enter  into  this 
partnership  with  the  Federal  Government  have  an  obligation  to  do 
all  that  they  can  to  enroll  all  the  children  above — or  not  above  but 
to  their  limit. 

Mr.  Burgess.  No  argument. 

Mr.  Vitale.  There  are  States  that  have  done  a  less  than  ade- 
quate job  in  enrolling  those  children  so  since  there  was  a  finite  pot 
of  money,  we  want  to  be  able  to  redistribute  it  to  those  States  who 
actually  use  it. 

Mr.  BURGESS.  But  we  heard  from  other  witnesses  earlier  in  their 
testimony  that  one  of  the  problems  is  that  we  are  inconsistent  and 
it  would  seem  to  me  to  be  the  height  of  inconsistency  if  we  say 
Texas,  you  have  got  3  years  to  spend  these  funds  but  oh,  by  the 
way,  now  we  are  doing  a  quicker  look-back  for  you  and  we  are 
going  to  take  those  funds  that  should  be  yours  until  2008,  2005 
funds  that  should  be  yours  until  2008  but  we  are  going  to  zip  those 
off  to  someone  else  to  cover  their  population.  In  Texas,  we  are  not 
as  generous  as  you  are  in  New  Jersey.  We  don't  go  up  as  high  as 
350  percent  of  poverty.  Well,  it  is  just  a  question  of  fundamental 
fairness.  Your  position  is  that  since  the  Federal  Government  allows 
that  to  happen  and  you  have  the  waiver  that  that  is  OK?  We  are 
looking  at  reauthorizing  this  bill  and  we  want  to  do  it  as  best  as 
we  can.  We  want  to  be  fair  to  all  the  States  and  we  hope  the  States 
will  play  by  the  rules  but  then  we  should  play  by  those  rules  that 
we  set  out,  I  think.  I  had  a  discussion  with  Albert  Hawkins,  our 
State  HHS  director,  last  week  when  I  was  home,  and  I  said  Albert, 
is  3  years  not  enough  time  for  you  to  allocate  that  money?  Texas 
of  course  has  a  legislature  that  meets  every  2  years.  Some  people 
say  that  is  too  often.  But  because  of  that,  that  was  the  reason  we 
were  behind  on  spending  our  money  going  back  to  1998.  We  didn't 
meet  in  1998.  We  met  in  1999  and  began  our  expenditures  of  the 
SCHIP  program.  But  we  have  adjusted  to  that  and  now  we  are  on 
that  steady  state  of  a  3-year  timeline  and  Mr.  Hawkins  said  as 
long  as  we  stay  on  the  3-year  timeline,  we  are  fine.  Because  I 
asked  him,  I  said  do  you  need  more  time  to  spend  the  money; 
maybe  you  ought  to  spend  more  on  doctors  because  they  could  get 
paid  more.  And  he  said  no,  what  we  are  doing  is  good  but  we  just 
need  the  stability  of  having  that  3-year  timeline  not  be  interrupted 
for  us  to  be  able  to  make  our  plans  back  in  the  State  with  the  part- 
nership that  Texas  entered  into  with  the  Federal  Government. 

I  see  my  time  has  expired,  Mr.  Chairman.  You  have  been  very 
indulgent.  Thank  you. 

Mr.  PALLONE.  OK,  sure.  We  are  just  going  to  go  one  more  round 
here  and  then  we  will  close  because  I  don't  want  to  keep  all  of  you. 

I  just  wanted  to  ask  about  more  outreach  because  we  know  for 
example  in  New  Jersey,  and  I  know  it  is  true  in  other  States,  that 
even  now  there  are  more  kids  eligible  for  the  SCHIP  program  that 
are  not  enrolled  than  are  actually  enrolled,  at  least  in  my  State, 
and  I  know  that  is  true  in  many  other  States.  I  would  ask  Dr. 
McDavid  and  then  again  Senator  Vitale  if  he  likes,  there  are  cur- 
rently 9  million  uninsured  children  in  the  country.  Of  those,  two- 
third  currently  qualify  for  public  programs  such  as  SCHIP  and 
Medicaid  but  are  not  enrolled.  Some  States  have  more  barriers  to 
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enrollment  than  others,  but  just  talk  to  us  about  what  things 
States  have  done  that  have  improved  enrollment,  what  kind  of  bar- 
riers have  been  put  up  and  certainly  part  of  this  may  be — because 
I  know  that  Senator  Vitale  has  told  me  in  the  past  that  enrolling 
the  adults  is  one  way  of  enrolling  the  kids.  What  would  you  rec- 
ommend to  get  more  kids  enrolled?  What  kind  of  outreach,  what 
kind  of  changes  to  the  program  as  we  go  through  the  reauthoriza- 
tion? _ 

Dr.  McDavid.  I  can  tell  you  what  we  have  done  in  Ohio,  and 
Ohio  has  actually  put  everyone  into  Medicaid.  We  don't  have  a  sep- 
arate SCHIP  program.  Twelve  months  continuous  eligibility  is  very 
helpful.  I  think  that  if  any  of  us  in  this  room  had  to  pick  our  insur- 
ance every  6  months  and  gather  up  a  bunch  of  materials  and  take 
it  down  to  the  center,  we  probably  wouldn't  get  it  done.  So  we  have 
to  think  about  the  barriers  that  low-income  working  families  have 
to  face  to  get  re-enrolled.  So  12  months  continuous  eligibility,  pre- 
sumptive eligibility.  If  your  income  is  low  enough  for  you  to  meet 
certain  other  programs  in  your  State,  then  families  need  to  know 
about  for  us  Medicaid  and  make  sure  that  we  get  their  kids  en- 
rolled. At  my  hospital,  we  have  a  person  that  we  hire  that  we  pay 
for  who  literally  helps  families  get  the  documentation  together  so 
that  they  have  the  receipts  and  they  help  them  get  the  birth  certifi- 
cates and  the  things  that  they  need,  because  for  many  families  it 
is  a  very  difficult  thing  to  do.  If  you  are  born  at  our  hospital,  then 
we  know  that  you  have  got  a  birth  certificate  somewhere — not  our 
hospital,  we  have  a  women's  hospital  with  us. 

The  other  thing  we  did  in  Cayuga  County,  which  is  the  county 
that  I  am  from,  we  did  a  2-year  pilot  with  self-declared  income. 
People  could  say  what  their  income  was,  and  when  we  did  it  we 
found  that  there  was  very  little  fraud,  that  people  do  honestly  self- 
report  their  income.  So  there  are  things  that  you  can  do  to  decrease 
the  barriers.  Personally,  I  find  that  we  ask  people  who  have  less 
resources  and  skills  than  we  do  to  do  things  that  we  probably 
wouldn't  do,  and  I  think  we  have  to  think  about  how  the  people 
who  stock  the  shelves  at — can  I  say  it — Wal-Mart  and  change  your 
oil  at  the  lube  stop  and  pass  you  your  burger  at  the  Burger  King, 
the  kinds  of  things  that  you  and  I  may  not  think  of  as  barriers  are 
huge  barriers  to  them. 

Mr.  Pallone.  Talk  to  me  or  tell  us,  Senator,  about  how,  enrolling 
the  adults  is  a  factor  in  enrolling  the  children  or  any  other  out- 
reach that  New  Jersey  has  done  to  try  to  get  more  kids  enrolled. 

Mr.  Vitale.  We  have  seen  that.  We  don't  know  what  the  reasons 
are.  We  kind  of  guess  why  that  is.  We  know  that  when  families 
participate  as  a  family,  that  there  is  higher  enrollment  for  kids.  I 
don't  know  why  that  is.  You  would  think  that  even  if  a  parent 
weren't  eligible  that  they  would  get  their  kids  in  anyway.  So  I  kind 
of  scratched  my  head  on  that  notion.  But  2  years  ago  when  we  re- 
formed Family  Care  and  we  did  Family  Care  II,  our  original  applica- 
tion was  14  pages  long,  two  sides.  I  used  to  joke  that  it  looked  like 
an  application  for  tuition  assistance  to  Annapolis  and  it  was  that 
difficult  to  fill  out,  and  it  was  a  challenge  for  me  and  for  my  staff 
to  fill  it  out  without  making  a  mistake,  and  if  you  mail  it  in  and 
you  had  a  mistake,  then  it  wasn't  processed,  it  sat  in  a  pile  for  6 
months  until  they  figured  out  where  it  came  from.  So  we  went 
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down  to  a  1-page  form  and  asked  for  income.  We  went  from  three 
pay  stubs  to  one  pay  stub.  We  enroll  online  now.  We  have  reached 
out  to  hospitals  to  get  them  to  participate  in  enrollment.  We 
weren't  asking  for  a  Medicaid  waiver  so  that  we  can  have  a  cer- 
tified individual  in  the  hospital  actually  certify  the  application  as 
opposed  to  having  that  application  filled  out  by  a  hospital  em- 
ployee, then  have  to  go  to  the  country  to  be  certified  and  find  its 
way  through  the  process  and  finally  make  it  down  to  Trenton  to 
be  finalized.  We  have  also  done  a  lot  of  average  with  FQHCs  with 
schools,  with  clinics.  We  have  set  up  enrollment  sites  at  legislative 
offices  inclusive  of  mine,  then  in  reach  within  the  departments,  the 
Department  of  Health  and  Senior  Services.  We  have  women's,  in- 
fants' and  children's  program  and  through  the  FQHC  process 
where  we  begin  to  now  enroll.  Each  department  head  meets — every 
time  there  is  a  staff  meeting  in  Trenton,  every  department  head, 
every  commissioner  has  to  report  to  the  Governor  and  to  the  com- 
missioner of  human  services  what  they  have  done  to  help  provide 
outreach  and  awareness  through  their  department,  whether  is  the 
Department  of  Education,  Department  of  Health. 

And  last,  in  the  Department  of  Education,  we  have  identified 
through  a  pilot  program  that  will  expand  next  year,  we  have  been 
outreaching  to  all  children  who  are  eligible  for  free  and  reduced 
school  lunch.  So  everyone  who  is  eligible  is  certainly  eligible  for 
SCHIP.  But  in  New  Jersey,  since  we  have  a  higher  eligibility,  we 
are  looking  for  all  children  so  now  we  are  educating  school  dis- 
tricts, school  nurses  and  others  so  that  they  can  participate  in  the 
enrollment  process  as  well. 

Mr.  Pallone.  OK.  Thanks  a  lot. 

Mr.  Deal. 

Mr.  Deal.  One  of  the  things  that  I  encounter  when  I  talk  with 
my  State  legislature  and  Governor  with  regard  to  their  shortfall 
was  that  the  Georgia  statute  that  put  in  place  our  Peach  Care  pro- 
gram prohibits  our  State  from  adding  State  dollars  when  the  Fed- 
eral match  runs  out.  Do  you  have  a  similar  prohibition  under  New 
Jersey  law,  Senator,  that  you  are  aware  of? 

Mr.  Vitale.  No,  Congressman,  we  do  not. 

Mr.  Deal.  And  as  I  understand  it,  there  is  no  prohibition  in  the 
Federal  statute  that  would  prohibit  a  State  when  they  are  ap- 
proaching a  shortfall  from  self-funding  whatever  the  shortfall 
might  be.  Am  I  correct  on  that?  There  is  no  Federal  prohibition 
against  it? 

Ms.  Allen.  I  am  not  aware  of  any,  no. 

Mr.  Deal.  Obviously  one  of  the  reasons  that  SCHIP  is  so  popular 
is  that  the  FMAP  differential  is  much  more  favorable  to  a  State 
than  is  the  Medicaid  FMAP.  In  my  State,  it  is  little  slightly  less 
than  a  I6V2  percent  differential  and  I  know  that  must  vary  from 
State  to  State.  Ms.  Allen,  did  you  all  look  at  that  issue  of  the  dif- 
ferential between  the  Medicaid  and  the  SCHIP  differential  on  the 
FMAP,  and  how  big  of  variance  do  we  see  in  States.  Mr.  Weil,  you 
may  know. 

Mr.  Weil.  The  formula  is  in  statute  and  it  is  a  little  complicated. 
The  State  has  to  put  in  30  percent  less  than  it  would  for  the  Medic- 
aid program.  So  for  the  States  at  the  50  end  of  the  range,  it  is  50/ 
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65  so  it  is  a  15-point  gap  as  you  move  up  into  matches  that  move 
slightly  but  it  is  a  pretty  good  rule  of  thumb. 

Mr.  Deal.  So  it  sort  of  starts  at  15  percent?  Is  that  what  I  under- 
stand you  to  say? 

Mr.  Weil.  Yes. 

Mr.  Deal.  So  there  is  great  incentive  to  maximize  the  use  of  your 
SCHIP  if  at  all  possible. 
Ms.  Allen.  Yes. 

Mr.  Deal.  Well,  we  have  a  task  of  reauthorization  and  trying  to 
deal  with  some  of  these  issues  that  we  are  confronted  with.  I  have 
come  to  the  conclusion  though  that  there  are  some  things  that  are 
immutable.  One  is,  if  it  is  a  choice  of  me  paying  for  something  or 
somebody  else,  namely  the  taxpayer  paying  for  it,  I  am  going  to 
choose  the  taxpayer  every  time.  If  it  is  a  choice  of  the  State  paying 
for  it  or  the  Federal  Government  paying  for  it,  the  State  is  going 
to  always  choose  the  Federal  Government  to  pay  for  it.  Those  are 
the  laws  of  human  nature  and  we  are  not  going  to  pass  anything 
up  here  that  is  going  to  repeal  the  laws  of  human  nature,  and  I 
think  what  we  have  to  do  is  work  within  those  to  try  to  make  a 
program  as  far  as  possible.  Because  quite  frankly,  people  from 
States  like  Texas,  as  Dr.  Burgess  has  indicated,  they  have  a  right 
to  be  indignant  when  they  were  given  their  allowance  by  Uncle 
Sam  just  like  my  State  was  given  its  allowance  by  Uncle  Sam  and 
we  have  overspent  ours  and  we  come  running  back  and  saying 
well,  take  part  of  his  or  give  me  some  more  to  make  up  the  dif- 
ference. Those  inequities  are  going  to  haunt  us  until  we  try  to  get 
a  handle  on  them  to  address  them  as  appropriately  as  possible,  and 
it  is  going  to  take  good  faith  and  it  is  going  to  take  a  willingness 
to  try  to  deal  with  the  tough  issues  because  otherwise  politics  will 
take  over  and  human  nature  is  going  to  take  over  and  sometimes 
it  does  not  draft  the  best  kind  of  legislation  for  the  long  term. 

So  Mr.  Chairman,  I  appreciate  the  time  and  I  especially  appre- 
ciate these  witnesses  being  here  today,  and  we  probably  are  going 
to  have  questions  that  some  of  our  members  who  are  not  here  are 
going  to  submit  to  you  and  hopefully  you  will  be  able  to  respond 
to  those,  and  any  suggestions — I  would  simply  say  that  any  sugges- 
tions that  you  have  about  things  we  haven't  even  talked  about  or 
haven't  even  thought  about  perhaps,  and  I  would  and  I  am  sure 
the  chairman  would  too,  we  would  welcome  your  input  on  all  those. 
Thank  you. 

Thank  you,  Mr.  Chairman. 

Mr.  Pallone.  Thank  you.  Dr.  Burgess. 

Mr.  Burgess.  Thank  you,  Mr.  Chairman. 

Let  me  just  echo  what  Ranking  Member  Deal  just  outlined  be- 
cause I  think  that  is  extremely  important.  Maybe  since  I  am  so 
new  to  this  process  and  I  really  don't  understand  all  the  time  what 
something  like  a  waiver  might  be  or  might  look  like,  perhaps  we 
can  ask  CMS  for  some  examples  of  waivers,  perhaps  the  waiver 
that  is  provided  to  your  State,  Mr.  Chairman,  and  waivers  that 
have  been  provided  to  some  of  the  other  States  as  well  just  so  we 
have  an  opportunity  to  look  at — I  am  always  concerned  about  Med- 
icaid as  a  Federal  program  because  it  requires  2,800  waivers  to 
work  well.  Maybe  we  ought  to  try  to  get  it  right  the  first  time  and 
not  require  the  CMS  to  come  back  and  give  us  waivers  to  make  it 
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work  when  it  is  not  working  well  for  the  people  it  is  intended  to 
serve,  and  it  is  a  good  goal  to  serve  children,  provide  children  with 
coverage.  It  is  after  all  preventive  medicine  at  its  best.  I  think  we 
heard  from  our  previous  panel  when  we  had  our  first  hearing  that 
for  every  dollar  that  it  costs  to  cover  an  adult,  you  can  get  com- 
parable coverage  for  a  child  for  about  60  cents  because  we  are  obvi- 
ously treating  disease  much,  much  earlier  in  someone's  life  span 
and  so  we  can  expect  our  therapeutic  outcomes  to  be  enhanced, 
which  leads  me  to  the  question  of— well,  let  me  back  up  for  a 
minute  and  ask  Ms.  McDavid,  I  think  I  heard  you  say  during  your 
opening  statement  that  you  are  looking  at  possibly  providing  finan- 
cial incentives  for  people  to  enroll  in  SCHIP.  Is  that  correct? 
Dr.  McDavid.  That  wasn't  me. 

Mr.  Burgess.  Maybe  I  misheard  that.  Well,  the  whole  concept  of 
covering  adults  on  a  children's  health  insurance  statute  is  one  that 
I  just  intellectually  have  some  trouble  with.  If  we  are  going  to  be 
covering  adults,  we  should  cover  adults.  If  we  are  going  to  be  cover- 
ing children,  let  us  cover  children.  Let  us  decide  what  we  are  going 
to  do  and  do  it  well  and  do  it  better  than  anyone  else.  Does  anyone 
have  any  thoughts  on  the  concept  of  expanding  the  populations  to 
include  adults?  In  the  interest  of  full  disclosure,  I  was  an  OB/GYN 
doctor  in  my  former  life  so  I  do  think  we  ought  to  cover  pregnant 
adults  because  that  really  is  preventive  medicine  at  its  very  best 
because  we  are  going  to  prevent  problems  before  birth.  But  aside 
from  the  individual  who  is  pregnant,  non-pregnant  adults  and 
childless  adults,  does  anyone  have  any  thoughts  about  it?  Are  these 
populations  we  should  be  seeking  to  cover  with  the  SCHIP  pro- 
gram? 

Dr.  McDavid.  I  would  like  to  state  on  behalf  of  the  National  As- 
sociation of  Children's  Hospitals  that  our  fundamental  focus  should 
be  making  sure  that  children  are  insured,  that  there  is  an  ade- 
quate amount  of  money  to  cover  the  children  who  are  already  en- 
rolled and  that  we  do  outreach  and  enroll  those  children  that  are 
not  enrolled.  I  agree  with  you,  in  Ohio  we  cover  pregnant  women 
to  150  percent  of  poverty  and,  as  you  know,  it  is  very  effective.  You 
come  in,  you  give  your  urine,  you  get  measured,  you  get  your  blood 
pressure  taken,  you  have  ruled  out  gestational  diabetes,  intra- 
uterine growth  retardation,  preeclampsia.  We  understand  that,  but 
for  children,  our  emphasis  is  that  children  should  be  adequately 
covered  and  after  that  has  been  taken  care  of,  then  we  can  look  at 
other  populations. 

Mr.  BURGESS.  So  we  would  be  in  agreement  that  the  children 
should  be  the  primary  focus  of  this  as  we  reauthorize  this  legisla- 
tion? 

Dr.  McDavid.  Yes. 

Mr.  BURGESS.  And,  Mr.  Chairman,  I  may  be  wrong  on  this  but 
I  think  when  we  do  our  supplemental  appropriation  request  from 
the  administration  in  a  couple  of  weeks,  we  are  going  to  be  asked 
to  add  funding  to  SCHIP  for  the  shortfalls  that  are  occurring 
throughout  the  country  and  all  well  and  good  if  we  are  not  paying 
our  bills,  by  all  means,  let  us  step  up  and  do  that,  but  if  we  are 
incurring  those  bills  because  of  not  using  the  program  for  the  origi- 
nal intention,  the  original  purpose  for  which  it  was  intended,  then 
I  think  we  have  to  look  at  how  we  have  structured  it,  and  again, 
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it  just  leads  me  back  to  the  coverage  of  adults.  So  if  anyone  else 
has  any  thoughts  on  that,  I  will  be  happy  to  hear  them  in  the  54 
seconds  I  have  left. 

Mr.  Vitale.  If  I  could  be  so  bold,  Doctor  

Mr.  Burgess.  Actually,  if  you  are  talking,  I  will  bet  the  chairman 
will  give  you  as  much  time  as  you  may  consume. 

Mr.  Vitale.  Congressman,  thank  you.  I  think  fundamentally  that 
there  is — let  me  back  up.  I  believe  that  we  can  cover  all  the  chil- 
dren in  our  States.  In  New  Jersey  we  have  done  a  great  job.  We 
only  have  64,000  kids  left  who  are  not  covered  at  our  poverty  level 
of  350  percent.  The  States  who  are  at  200  percent  or  250  percent 
or  225  percent,  I  believe  that  with  the  right  kind  of  effort  they  can 
get  to  their  goal  of  almost  100  percent  coverage  if  they  really  try 
because  generally  they  don't  mandate  coverage  but  through  the  ap- 
propriate kind  of  average  we  can  get  really  close  to  insuring  most 
of  those  kids.  But  it  is  fundamentally  important  as  a  matter  of  not 
just  fairness  and  equity.  As  a  physician,  you  understand  that.  Any- 
one who  goes  uncovered  for  so  long,  the  health  consequences  are 
enormous  and  it  is  also  health  consequences  that  provides  for  an 
enormous  amount  of  strain  and  burden  on  State  and  Federal  budg- 
ets. 

Mr.  Burgess.  I  am  not  going  to  argue  about  that  but  let  me 
just  

Mr.  Vitale.  We  can  change  the  name,  change  SCHIP  to  some- 
thing else. 

Mr.  Burgess.  And  if  that  is  something  that  this  Congress  needs 
to  take  up,  then  perhaps  we  should  do  that.  But  there  are  four 
States  that  I  am  aware  of  where  there  are  more  adults  covered 
then  children.  Clearly  the  intent  of  the  program  is  not  being  fol- 
lowed if  you  have  four  States  where  you  might  have  double  the 
number  of  adults  that  you  have  children  covered.  I  would  suspect 
that  just  looking  at  the  numbers  that  I  was  given  the  other  day, 
that  in  those  States  there  are  probably  children  under  200  percent 
of  poverty  who  are  not  being  covered  in  those  States,  and  for  that 
reason  we  are  not  doing  the  job  that — and  I  see  we  but  I  wasn't 
here  in  1997  but  that  the  Congress  intended  when  this  legislation 
was  passed  10  years  ago. 

Mr.  Vitale.  I  think  you  are  right.  I  think  it  is  a  shame  that 
there  are  more  parents  than  children  covered  in  those  four  States 
but  I  would  just  caution  all  of  us  not  to  throw  the  baby  out  with 
the  bath  water  because  there  are  46  other  States  doing  the  right 
thing. 

Mr.  Burgess.  Well,  yes,  but  we  do  need  to  be  good  stewards  of 
the  taxpayer  money  at  the  Federal  level.  We  are  not  always  seen 
in  that  role  but  it  is  important  that  we  keep  that  role  in  mind. 

Thank  you,  Mr.  Chairman.  You  have  been  very  indulgent.  I  will 
yield  back. 

Mr.  Pallone.  Thank  you,  and  I  want  to  thank  all  of  our  wit- 
nesses for  being  here  today.  I  thought  this  was  very  thought-pro- 
voking and  helpful  for  us  as  we  move  to  reauthorization  of  SCHIP. 
I  just  wanted  to  mention — well,  first  of  all  I  will  enter  into  the 
record  a  letter  that  went  from  the  National  Governors  Association. 
This  is  from  Governor  Corzine,  Governor  Douglas  on  a  bipartisan 
basis  to  the  House  leadership  about  the  SCHIP  program,  and  I  also 
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wanted  to  remind  the  members  that  you  may  submit  additional 
questions  for  the  record  to  be  answered  by  the  relevant  witnesses. 
The  questions  should  be  submitted  to  the  committee  clerk  within 
the  next  10  days  and  the  clerk  of  course  will  notify  your  offices  of 
the  procedures. 

Thank  you  all  again.  This  was  very  helpful.  And  without  objec- 
tion, this  meeting  of  the  subcommittee  is  adjourned. 

[Whereupon,  at  4:58  p.m.,  the  subcommittee  was  adjourned.] 
[Material  submitted  for  inclusion  in  the  record  follows:] 
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What  GAO  Found 

SCHIP  enrollment  increased  rapidly  during  the  program's  early  years  but  has 
stabilized  over  the  past  several  years.  As  of  fiscal  year  2005,  the  latest  year 
for  which  data  are  available,  SCHIP  covered  approximately  6  million 
enrollees,  including  about  639,000  adults,  with  about  4  million  enrollees  in 
June  of  that  year.  Many  states  adopted  innovative  outreach  strategies  and 
simplified  and  streamlined  their  enrollment  processes  in  order  to  reach  as 
many  eligible  children  as  possible.  States'  SCHIP  programs  reflect  the 
flexibility  federal  law  allows  in  structuring  approaches  to  providing  health 
care  coverage.  As  of  July  2006,  states  had  opted  for  the  following  from 
among  their  choices  of  program  structures  allowed:  a  separate  child  health 
program  (18  states),  an  expansion  of  a  state's  Medicaid  program  (11),  or  a 
combination  of  the  two  (21).  In  addition,  41  states  opted  to  cover  children  in 
families  with  incomes  at  200  percent  of  the  federal  poverty  level  (FPL)  or 
higher,  with  7  of  these  states  covering  children  in  families  with  incomes  at 
300  percent  of  FPL  or  higher.  Thirty-nine  states  required  families  to 
contribute  to  the  cost  of  their  children's  care  in  SCHIP  programs  through  a 
cost-sharing  requirement,  such  as  a  premium  or  copayment;  11  states 
charged  no  cost-sharing.  As  of  February  2007,  GAO  identified  14  states  that 
had  waivers  in  place  to  cover  adults  in  their  programs;  these  included 
parents  and  caretaker  relatives  of  eligible  Medicaid  and  SCHIP  children, 
pregnant  women,  and  childless  adults. 

SCHIP  spending  was  initially  low,  but  now  threatens  to  exceed  available 
funding.  Since  1998,  some  states  have  consistently  spent  more  than  their 
allotments,  while  others  spent  consistently  less.  States  that  earlier  overspent 
their  annual  allotments  over  the  3-year  period  of  availability  could  rely  on 
other  states'  unspent  SCHIP  funds,  a  portion  of  which  were  redistributed  to 
cover  other  states'  excess  expenditures.  By  fiscal  year  2002,  however,  states' 
aggregate  annual  spending  began  to  exceed  annual  allotments.  As  spending 
has  grown,  the  pool  of  funds  available  for  redistribution  has  shrunk.  As  a 
result,  18  states  were  projected  to  have  "shortfalls"  of  SCHIP  funds- 
meaning  they  had  exhausted  all  available  funds — in  at  least  one  of  the  final 
3  years  of  the  program.  To  cover  projected  shortfalls  faced  by  several  states, 
Congress  appropriated  an  additional  $283  million  for  fiscal  year  2006. 

SCHIP  reauthorization  occurs  in  the  context  of  debate  on  broader  national 
health  care  reform  and  competing  budgetary  priorities,  highlighting  the 
tension  between  the  desire  to  provide  affordable  health  insurance  coverage 
to  uninsured  individuals,  including  low-income  children,  and  the  recognition 
of  the  growing  strain  of  health  care  coverage  on  federal  and  state  budgets. 
As  Congress  addresses  reauthorization,  issues  to  consider  include 
(1)  maintaining  flexibility  within  the  program  without  compromising  the 
primary  goal  to  cover  children,  (2)  considering  the  program's  financing 
strategy,  including  the  financial  sxistainability  of  public  commitments,  and 
(3)  assessing  issues  associated  with  equity,  including  better  targeting  SCHIP 
funds  to  achieve  certain  policy  goals  more  consistently  nationwide. 
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Mr.  Chairman  and  Members  of  the  Subcommittee: 

I  am  pleased  to  be  here  today  as  you  address  the  reauthorization  of  the 
State  Children's  Health  Insurance  Program  (SCHIP).  In  August  1997, 
Congress  created  SCHIP  with  the  goal  of  significantly  reducing  the 
number  of  low-income  uninsured  children.1  Prior  to  SCHIP,  approximately 
19  million  Medicaid  beneficiaries  were  children,  and  combined  federal  and 
state  expenditures  on  their  behalf  totaled  $32  billion.  However,  there 
remained  an  estimated  9  million  to  11.6  million  children  who  were 
uninsured  at  some  time  during  1997.  SCHIP  was  established  to  provide 
health  coverage  to  uninsured  children  in  families  whose  incomes 
exceeded  the  eligibility  requirements  for  Medicaid.  Without  health 
insurance  coverage,  children  are  less  likely  to  obtain  routine  medical  or 
dental  care,  establish  a  relationship  with  a  primary  care  physician,  and 
receive  immunizations  or  treatment  for  injuries  and  chronic  illnesses. 

SCHIP  offers  states  flexibility  in  how  they  provide  health  insurance 
coverage  to  children.  States  implementing  SCHIP  have  three  choices  in 
designing  their  programs:  (1)  a  Medicaid  expansion,  which  affords  SCHIP- 
eligible  children  the  same  benefits  and  services  that  a  state's  Medicaid 
program  provides;  (2)  a  separate  child  health  program  distinct  from 
Medicaid  that  uses,  for  example,  specified  public  or  private  insurance 
plans;  or  (3)  a  combination  program,  which  has  a  Medicaid  expansion  and 
a  separate  child  health  program.  At  the  time  of  enactment,  Congress 
appropriated  a  fixed  amount  of  funds — approximately  $40  billion  from 
fiscal  years  1998  through  2007 — to  be  distributed  among  states  with 
approved  SCHIP  plans.  Unlike  Medicaid,  SCHIP  is  not  an  entitlement  to 
services  for  beneficiaries,  but  a  capped  grant — or  allotment — to  states. 
SCHIP  funds  are  allocated  annually  to  the  50  states,  the  District  of 
Columbia,  and  the  U.S.  commonwealths  and  territories.2  Each  state's 
annual  SCHIP  allotment  is  available  as  a  federal  match  based  on  state 
expenditures  and  is  available  for  3  years,  after  which  time  any  unspent 


"Balanced  Budget  Act  of  1997  (BBA),  Pub.  L.  No.  105-33,  §  4901, 1 1 1  Stat  251,  552-570 
(Aug.  5, 1997)  (adding  Title  XXI  and  new  sections  2101-2110  to  the  Social  Security  Act, 
codified,  as  amended,  at  42  U.S.C.  §§  1397aa-1397jj).  For  the  remainder  of  this  testimony, 
we  will  only  refer  to  provisions  of  the  U.S.  Code  when  referencing  SCHIP  requirements. 

2This  testimony  focuses  on  SCHIP  programs  in  the  50  states  and  the  District  of  Columbia. 
While  Tennessee  has  not  had  a  SCHIP  program  since  October  2002,  in  January  2007,  the 
Centers  for  Medicare  &  Medicaid  Services  (CMS)  approved  the  state's  plan  for  a  separate 
child  health  program  under  SCHIP  According  to  state  information,  the  program  will  be 
implemented  in  early  2007. 
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funds  may  be  redistributed  to  states  that  have  already  spent  their 
allotments.3 

As  Congress  considers  reauthorization  of  the  SCHIP  program,  my  remarks 
will  address  (1)  recent  data  regarding  trends  in  SCHIP  enrollment  and  the 
estimated  number  of  children  who  remain  uninsured,  (2)  the  current 
composition  of  SCHIP  programs — including  their  overall  design — across 
the  states,  (3)  states'  spending  experiences  under  SCHIP,  and  (4)  issues 
we  have  identified  for  consideration  during  SCHIP  reauthorization.  My 
testimony  is  based  on  prior  GAO  work,  particularly  testimony  before  the 
Senate  Finance  Conunittee  on  February  1,  2007. 4  We  updated  this  work 
based  on  the  Centers  for  Medicare  &  Medicaid  Services'  (CMS)  January 
2007  approval  of  Tennessee's  new  SCHIP  program.  We  conducted  our 
work  in  February  2007  in  accordance  with  generally  accepted  government 
auditing  standards. 

In  summary,  SCHIP  enrollment  increased  rapidly  during  the  program's 
early  years  but  has  stabilized  over  the  past  several  years.  SCHIP  programs 
reported  total  enrollment  of  approximately  6  million  individuals — 
including  about  639,000  adults — as  of  fiscal  year  2005,  the  latest  year  for 
which  data  were  available,  with  about  4  million  individuals  enrolled  in 
June  of  that  year.  Many  states  adopted  innovative  outreach  strategies,  and 
simplified  and  streamlined  their  enrollment  processes  in  order  to  reach  as 
many  eligible  children  as  possible.  Nevertheless,  about  11.7  percent  of 
children  nationwide  remain  uninsured,  many  of  whom  are  eligible  for 
SCHIP  or  Medicaid.  The  rate  of  uninsured  children  varies  widely  across 
states,  ranging  from  a  low  of  5.6  percent  to  a  high  of  20.4  percent 

States'  SCHIP  programs  reflect  the  flexibility  allowed  in  structuring 
approaches  to  providing  health  care  coverage  through  a  Medicaid 
expansion  or  a  separate  child  health  program.  In  fiscal  year  2005,  41  states 
had  opted  to  cover  children  in  families  with  incomes  at  200  percent  of  the 
federal  poverty  level  (FPL)  or  higher,  including  7  states  that  covered 
children  in  families  with  incomes  at  300  percent  of  FPL  or  higher.  In 
addition,  39  states  required  families  to  contribute  to  the  cost  of  their 
children's  care  in  SCHIP  programs  through  some  type  of  cost-sharing 


3fc  some  cases,  states  have  been  allowed  to  retain  a  portion  of  unspent  allotments. 

4See  GAO,  Children's  Health  Insurance:  State  Experiences  in  Implementing  SCHIP  and 
Considerations  for  Reauthorization,  GAO-07-447T  (Washington,  D.C.:  February  1,  2007). 
Related  GAO  Products  are  included  at  the  end  of  this  statement 


Page  2 


GAO-07-5B8T 


135 


requirement,  such  as  premiums  or  copayments;  1 1  states  charged  no  cost- 
sharing.  Few  states  (9)  reported  operating  premium  assistance  programs, 
which  allow  states  to  use  SCHIP  funds  to  help  pay  premiums  for  available 
employer-based  health  plan  coverage,  in  part  because  states  often  find 
these  programs  are  difficult  to  administer.  As  of  February  2007,  we 
identified  14  states  that  had  approved  waivers  to  cover  one  or  more  of 
three  categories  of  adults:  parents  and  caretaker  relatives  of  eligible 
Medicaid  and  SCHIP  children,  pregnant  women,  and  childless  adults. 

SCHIP  program  spending  was  low  initially  but  now  threatens  to  exceed 
available  funding.  Since  1998,  some  states  have  consistently  spent  more 
than  their  allotments,  while  others  have  consistently  spent  less.  In  the  first 
years  of  the  program,  states  that  overspent  their  annual  allotments  over 
the  3-year  period  of  availability  could  rely  on  other  states'  unspent  SCHIP 
funds,  which  were  redistributed  to  cover  excess  expenditures.  Over  time, 
however,  spending  has  grown,  and  the  pool  of  funds  available  for 
redistribution  has  shrunk.  As  a  result,  in  at  least  one  of  the  final  3  years  of 
the  program,  18  states  were  projected  to  have  "shortfalls"  of  SCHIP 
funding — that  is,  they  were  expected  to  exhaust  available  funds,  including 
current  and  prior-year  allotments.  To  cover  projected  shortfalls  faced  by 
states,  Congress  appropriated  an  additional  $283  million  for  fiscal  year 
2006.  As  of  January  2007,  14  states  were  projected  to  exhaust  their 
allotments  in  fiscal  year  2007. 

SCHIP  reauthorization  is  occurring  within  the  context  of  consideration  of 
broader  national  health  care  reform  and  competing  budgetary  priorities. 
There  is  an  obvious  tension  between  the  desire  to  provide  affordable 
health  insurance  coverage  for  uninsured  individuals,  including  low-income 
children,  and  the  recognition  of  the  high  cost  that  health  care  coverage 
exerts  as  a  growing  share  of  federal  and  state  budgets.  As  Congress 
addresses  SCHIP  reauthorization,  issues  that  may  be  considered  include 
(1)  maintaining  flexibility  within  the  program  without  compromising  the 
primary  goal  to  cover  children,  (2)  considering  the  program's  financing 
strategy,  including  the  financial  sustainability  of  public  commitments,  and 
(3)  assessing  issues  including  better  targeting  SCHIP  funds  to  achieve 
certain  policy  goals  more  consistently  nationwide. 
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In  general,  SCHIP  funds  are  targeted  to  uninsured  children  in  families 
whose  incomes  are  too  high  to  qualify  for  Medicaid  but  are  at  or  below 
200  percent  of  FPL.6  Recognizing  the  variability  in  state  Medicaid 
programs,  federal  SCHIP  law  allows  a  state  to  cover  children  in  families 
with  incomes  up  to  200  percent  of  FPL  or  50  percentage  points  above  its 
existing  Medicaid  eligibility  standard  as  of  March  31,  1997.6  Additional 
flexibility  regarding  eligibility  levels  is  available,  however,  as  Medicaid  and 
SCHIP  provide  some  flexibility  in  how  a  state  defines  income  for  purposes 
of  eligibility  determinations.7  Congress  appropriated  approximately 
$40  billion  over  10  years  (from  fiscal  years  1998  through  2007)  for 
distribution  among  states  with  approved  SCHIP  plans.  Allocations  to 
states  are  based  on  a  formula  that  takes  into  account  the  number  of  low- 
income  children  in  a  state.  In  general,  states  that  choose  to  expand 
Medicaid  to  enroll  eligible  children  under  SCHIP  must  follow  Medicaid 
rules,  while  separate  child  health  programs  have  additional  flexibilities  in 
benefits,  cost-sharing,  and  other  program  elements.  Under  certain 
circumstances,  states  may  also  cover  adults  under  SCHIP. 


SCHIP  Allotments  to  SCHIP  allotments  to  states  are  based  on  an  allocation  formula  that  uses 

States  (!)  the  number  of  children,  which  is  expressed  as  a  combination  of  two 

estimates — the  number  of  low-income  children  without  health  insurance 
and  the  number  of  all  low-income  children,  and  (2)  a  factor  representing 
state  variation  in  health  care  costs.  Under  federal  SCHIP  law  and  subject 
to  certain  exceptions,  states  have  3  years  to  use  each  fiscal  year's 
allocation,  after  which  any  remaining  funds  are  redistributed  among  the 
states  that  had  used  all  of  that  fiscal  year's  allocation.8  Federal  law  does 


5FPL  refers  to  the  federal  poverty  guidelines,  which  are  used  to  establish  eligibility  for 
certain  federal  assistance  programs.  The  guidelines  are  updated  annually  to  reflect  changes 
in  the  cost  of  living  and  vary  according  to  family  size.  For  example,  in  1998, 200  percent  of 
FPL  for  a  family  of  four  was  $32,900,  compared  with  $41,300  in  2007. 

°42  U.S.C.  §  1397jj(b).  For  example,  Alabama  covered  children  aged  15  to  18  up  to 
15  percent  of  FPL,  while  Washington  covered  this  same  group  up  to  200  percent  of  FPL. 
Therefore,  Alabama  would  be  allowed  to  establish  SCHIP  eligibility  for  children  in  families 
with  incomes  up  to  200  percent  of  FPL,  while  Washington  would  be  allowed  to  go  as  high 
as  250  percent  of  FPL 

7Some  states  have  expanded  income  eligibility  levels  for  families  through  "income 
disregards,"  which  ignore  certain  types  of  family  income  for  purposes  of  determining 
eligibility.  Such  disregards  have  been  imposed  as  high  as  100  percent  of  FPL,  which  means 
that  a  family  with  an  income  equal  to  300  percent  of  FPL  is  treated  as  if  its  income  were 
200  percent  of  FPL 

842U.S.C.§  1397dd(e),(f). 
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not  specify  a  redistribution  formula  but  leaves  it  to  the  Secretary  of  Health 
and  Human  Services  (HHS)  to  determine  an  appropriate  procedure  for 
redistribution  of  unused  allocations.8  Absent  congressional  action,  states 
are  generally  provided  1  year  to  spend  any  redistributed  funds,  after  which 
time  funds  may  revert  to  the  U.S.  Treasury.  Each  state's  SCHIP  allotment 
is  available  as  a  federal  match  based  on  state  expenditures.  SCHIP  offers  a 
strong  incentive  for  states  to  participate  by  providing  an  enhanced  federal 
matching  rate  that  is  based  on  the  federal  matching  rate  for  a  state's 
Medicaid  program — for  example,  the  federal  government  will  reimburse  at 
a  65  percent  match  under  SCHIP  for  a  state  receiving  a  50  percent  match 
under  Medicaid. 

There  are  different  formulas  for  allocating  funds  to  states,  depending  on 
the  fiscal  year.  For  fiscal  years  1998  and  1999,  the  formula  used  estimates 
of  the  number  of  low-income  uninsured  children  to  allocate  funds  to 
states.  For  fiscal  year  2000,  the  formula  changed  to  include  estimates  of 
the  total  number  of  low-income  children  as  well.10 


SCHIP  Design  Choices  SCHIP  gives  the  states  the  choice  of  three  design  approaches:  (1)  a 

Medicaid  expansion  program,  (2)  a  separate  child  health  program  with 
more  flexible  rules  and  increased  financial  control  over  expenditures,  or 
(3)  a  combination  program,  which  has  both  a  Medicaid  expansion  program 
and  a  separate  child  health  program.  Initially,  states  had  until 
September  30, 1998,  to  select  a  design  approach,  submit  their  SCHIP  plans, 
and  obtain  HHS  approval  in  order  to  qualify  for  their  fiscal  year  1998 
allotment."  With  an  approved  state  child  health  plan,  a  state  could  begin  to 
enroll  children  and  draw  down  its  SCHIP  funds. 


°42  U.S.C.  §  1397dd(f). 

"For  fiscal  year  2000,  the  allocation  formula  used  75  percent  of  the  number  of  uninsured 
low -income  children  plus  25  percent  of  the  number  of  all  low-income  children.  For  fiscal 
year  2001  and  subsequent  fiscal  years,  the  allocation  formula  evenly  weighted  the  number 
of  uninsured  low-income  children  (50  percent)  and  the  total  number  of  low-income 
children  (50  percent).  42  U.S.C.  §  1397dd(b).  See  also  Congressional  Research  Service 
(CRS),  SCHIP  Original  Allotments:  Funding  Formula  Issues  and  Options  (Washington, 
D.C.:  Apr.  18,  2006). 

"in  May  1998,  Congress  extended  this  deadline,  allowing  states  to  receive  fiscal  year  1998 
funding  if  they  had  submitted  and  received  approval  of  a  state  child  health  plan  by 
September  30, 1999. 1998  Supplemental  Appropriations  and  Rescissions  Act,  Pub.  L. 
No.  105-174,  §  4001, 112  Stat.  1500  (May  1, 19S8). 


Page  5  GAO-07-558T 


138 


The  design  approach  a  state  chooses  has  important  financial  and 
programmatic  consequences,  as  shown  below. 

•  Expenditures.  In  separate  child  health  programs,  federal  matching  funds 
cease  after  a  state  expends  its  allotment,  and  non-benefit-related  expenses 
(for  administration,  direct  services,  and  outreach)  are  limited  to  10  percent 
of  claims  for  services  delivered  to  beneficiaries.  In  contrast,  Medicaid 
expansion  programs  may  continue  to  receive  federal  funds  for  benefits 
and  for  non-benefit-related  expenses  at  the  Medicaid  matching  rate  after 
states  exhaust  their  SCHIP  allotments. 

•  Enrollment.  Separate  child  health  programs  may  establish  separate 
eligibility  rules  and  establish  enrollment  caps.  In  addition,  a  separate  child 
health  program  may  limit  its  own  annual  contribution,  create  waiting  lists, 
or  stop  enrollment  once  the  funds  it  budgeted  for  SCHIP  are  exhausted.  A 
Medicaid  expansion  must  follow  Medicaid  eligibility  rules  regarding 
income,  residency,  and  disability  status,  and  thus  generally  cannot  limit 
enrollment. 

•  Benefits.  Separate  child  health  programs  must  use,  for  example, 
benchmark  benefit  standards  that  use  specified  private  or  public  insurance 
plans  as  the  basis  for  coverage.  However,  Medicaid — and  therefore  a 
Medicaid  expansion — must  provide  coverage  of  all  benefits  available  to 
the  Medicaid  population,  including  certain  services  for  children.  In 
particular,  Early  and  Periodic  Screening,  Diagnosis,  and  Treatment 
(EPSDT)  requires  states  to  cover  treatments  or  stabilize  conditions 
diagnosed  during  routine  screenings — regardless  of  whether  the  benefit 
would  otherwise  be  covered  under  the  state's  Medicaid  program.12  A 
separate  child  health  program  does  not  require  EPSDT  coverage. 

•  Beneficiary  cost-sharing.  Separate  child  health  programs  may  impose 
limited  cost-sharing — through  premiums,  copayments,  or  enrollment 

fees — for  children  in  families  with  incomes  above  150  percent  of  FPL  up  to 
5  percent  of  family  income  annually.  Since  the  Medicaid  program  did  not 


,2While  coverage  of  EPSDT  is  difficult  to  measure,  federal  studies  have  generally  found 
state  efforts  to  be  inadequate.  See  GAO,  Medicaid:  Stronger  Efforts  Needed  to  Ensure 
Children's  Access  to  Health  Screening  Services,  GAO-01-749  (Washington,  D.C.:  July  13, 
2001). 
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previously  allow  cost-sharing  for  children,  a  Medicaid  expansion  program 
under  SCHIP  would  have  followed  this  rule.13 


SCHIP  Coverage  of  Adults     In  general,  states  may  cover  adults  under  the  SCHIP  program  under  two 
key  approaches. 

•  First,  federal  SCHIP  law  allows  the  purchase  of  coverage  for  adults  in 
families  with  children  eligible  for  SCHIP  under  a  waiver  if  a  state  can  show 
that  it  is  cost-effective  to  do  so  and  demonstrates  that  such  coverage  does 
not  result  in  "crowd-out" — a  phenomenon  in  which  new  public  programs 
or  expansions  of  existing  public  programs  designed  to  extend  coverage  to 
the  uninsured  prompt  some  privately  insured  persons  to  drop  their  private 
coverage  and  take  advantage  of  the  expanded  public  subsidy.'4  The  cost- 
effectiveness  test  requires  the  states  to  demonstrate  that  covering  both 
adults  and  children  in  a  family  under  SCHIP  is  no  more  expensive  than 
covering  only  the  children.  The  states  may  also  elect  to  cover  children 
whose  parents  have  access  to  employer-based  or  private  health  insurance 
coverage  by  using  SCHIP  funding  to  subsidize  the  cost 

•  Second,  under  section  1115  of  the  Social  Security  Act,  states  may  receive 
approval  to  waive  certain  Medicaid  or  SCHIP  requirements  or  authorize 
Medicaid  or  SCHIP  expenditures.  The  Secretary  of  Health  and  Human 
Services  may  approve  waivers  of  statutory  requirements  or  authorize 
expenditures  in  the  case  of  experimental,  pilot,  or  demonstration  projects 
that  are  likely  to  promote  program  objectives.15  In  August  2001,  HHS 
indicated  that  it  would  allow  states  greater  latitude  in  using  section  11 15 
demonstration  projects  (or  waivers)  to  modify  their  Medicaid  and  SCHIP 
programs  and  that  it  would  expedite  consideration  of  state  proposals.  One 
initiative,  the  Health  Insurance  Flexibility  and  Accountability  Initiative 
(HIFA),  focuses  on  proposals  for  covering  more  uninsured  people  while  at 
the  same  time  not  raising  program  costs.  States  have  received  approval  of 


nAs  of  March  31,  2006,  states  may  impose  cost-sharing  for  children  whom  the  state  has 
chosen  to  cover  under  Medicaid.  42  U.S.C.  §  1396o-l.  If  a  state  imposes  cost-sharing  for 
Medicaid,  a  Medicaid  expansion  program  for  SCHIP-eligible  children  would  follow  this 
rule. 

14See42U.S.C.§  1397ee(c)(3). 
1542  U.S.C.  §  1315. 
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section  1115  waivers  that  provide  coverage  of  adults  using  SCHIP 
funding.16 


SCHIP  Enrollment 
Has  Grown  Rapidly; 
States'  Rates  of 
Uninsured  Children 
Vary  Significantly 


SCHIP  enrollment  increased  rapidly  over  the  first  years  of  the  program, 
and  has  stabilized  for  the  past  several  years.  In  2005,  the  most  recent  year 
for  which  data  are  available,  4.0  million  individuals  were  enrolled  during 
the  month  of  June,  while  the  total  enrollment  count — which  represents  a 
cumulative  count  of  individuals  enrolled  at  any  time  during  fiscal  year 
2005 — was  6.1  million.  Of  these  6.1  million  enrollees,  639,000  were  adults. 
Because  SCHIP  requires  that  applicants  are  first  screened  for  Medicaid 
eligibility,  some  states  have  experienced  increases  in  their  Medicaid 
programs  as  well,  further  contributing  to  public  health  insurance  coverage 
of  low-income  children  during  this  same  period.  Based  on  a  3-year  average 
of  2003  through  2005  Current  Population  Survey  (CPS)  data,  the 
percentage  of  uninsured  children  varied  considerably  by  state,  with  a 
national  average  of  11.7  percent. 


SCHIP  annual  enrollment  grew  quickly  from  program  inception  through 
2002  and  then  stabilized  at  about  4  million  from  2003  through  2005,  on  the 
basis  of  a  point-in-time  enrollment  count.  Total  enrollment,  which  counts 
individuals  enrolled  at  any  time  during  a  particular  fiscal  year,  showed  a 
similar  pattern  of  growth  and  was  over  6  million  as  of  June  2005  (see 
fig.  I).17  Generally,  point-in-time  enrollment  is  a  subset  of  total  enrollment, 
as  it  represents  the  number  of  individuals  enrolled  during  a  particular 
month.  In  contrast,  total  enrollment  includes  an  unduplicated  count  of  any 
individual  enrolled  at  any  time  during  the  fiscal  year;  thus  the  data  are 
cumulative,  with  new  enrollments  occurring  monthly. 


16As  of  October  1,  2005,  the  Secretary  of  Health  and  Human  Services  was  prohibited  from 
approving  new  section  1115  waivers  that  use  SCHIP  funds  to  provide  coverage  of 
nonpregnant  childless  adults.  See  Deficit  Reduction  Act  of  2005  (DRA),  Pub.  L.  No.  109-171, 
§  6102, 120  Stat.  131-132  (Feb.  8,  2006)  (codified,  as  amended,  at  42  U.S.C.  §  1397gg). 

"The  4  million  enrollment  count  is  based  on  "point-in-time  enrollment,"  representing  the 
number  of  enrollees  in  states'  SCHIP  programs  for  the  month  of  December  for  1999 
through  2004;  for  2005,  data  for  the  month  of  June  were  used.  See  Vemon  K.  Smith,  David 
Rousseau,  and  Caryn  Marks,  SCHIP  Program  Enrollment:  June  2005  Upda  te  (Washington, 
D.C.:  Kaiser  Commission  on  Medicaid  and  the  Uninsured,  December  2006).  The  total 
enrollment  count  reflects  all  enrollees  in  the  SCHIP  program  for  a  fiscal  year  from  1999 
through  2005.  See,  for  example,  the  2005  annual  enrollment  report,  at 
http://www.cms.hhs.gov/NationalSCHIPPoIicy/06_SCHIPAnnualReports.asp  (downloaded 
Jan.  28,  2007). 
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Figure  1:  SCHIP  Enrollment,  1999-2005 

Enrollment  in  millions 
7 


1999  2000  2001  2002  2003  2004  2005 


Year 

PoinHn-time  enrollment 
Total  enrollment 
Source  CMS  and  stale  enrollment  data 

Note:  Point-in-time  enrollment  represents  the  number  of  enrollees  in  states'  SCHIP  programs  for  the 
month  of  December  for  1 999  through  2004;  for  2005,  data  for  the  month  of  June  were  used.  Total 
enrollment  represents  the  cumulative  number  of  individuals  who  enrolled  in  the  program  at  any  time 
during  the  fiscal  year.  We  obtained  enrollment  data  from  Vernon  K.  Smith,  David  Rousseau,  and 
Caryn  Marks,  SCHIP  Program  Enrollment:  June  2005  Update  (Washington,  DC:  The  Kaiser 
Commission  on  Medicaid  and  the  Uninsured,  December  2006);  Vernon  K.  Smith  and  David  M. 
Rousseau,  SCHIP  Enrollment  in  50  States:  December 2004  Data  Update  (Washington,  D.C.:  The 
Kaiser  Commission  on  Medicaid  and  the  Uninsured,  September  2005);  and  Vernon  K.  Smith,  David 
M.  Rousseau,  and  Molly  O'Malley,  SCHIP  Program  Enrollment:  December  2003  Update 
(Washington,  D.C.:  The  Kaiser  Commission  on  Medicaid  and  the  Uninsured,  July  2004). 

Our  prior  work  has  shown  that  certain  obstacles  can  prevent  low-income 
families  from  enrolling  their  children  into  public  programs  such  as 
Medicaid  or  SCHIP.18  Primary  obstacles  included  families'  lack  of 
knowledge  about,  program  availability  and  that,  even  when  children  were 


18GAO-03-19l;  GAO,  Children's  Health  Insurance  Program:  State  Implementation 
Approaches  Are  Evolving,  GAO/HEHS-99-65  (Washington,  D.C.:  May  14, 1999);  and  GAO, 
Medicaid:  Demographics  of  NonenroUed  Children.  Suggest  State  Outreach  Strategies, 
GAG7HEHS-98-93  (Washington,  D.C.:  Mar.  20,  1998). 
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eligible  to  participate,  complex  eligibility  rules  and  documentation 
requirements  complicated  the  application  process. 

During  the  early  years  of  SCHIP  program  operation,  we  found  that  many 
states  developed  and  deployed  outreach  strategies  in  an  effort  to 
overcome  these  enrollment  barriers.  Many  states  adopted  innovative 
outreach  strategies  and  simplified  and  streamlined  their  enrollment 
processes  in  order  to  reach  as  many  eligible  children  as  possible.19 
Examples  follow. 

•  States  launched  ambitious  public  education  campaigns  that  included 
multimedia  campaigns,  direct  mailings,  and  the  widespread  distribution  of 
applications. 

•  To  overcome  the  barrier  of  a  long,  complicated  SCHIP  eligibility 
detennination  process,  states  reduced  verification  and  documentation 
requirements  that  exceeded  federal  requirements,  shortened  the  length  of 
applications,  and  used  joint  SCHIP-Medicaid  applications. 

•  States  also  located  eligibility  workers  in  places  other  than  welfare 
offices — schools,  child  care  centers,  churches,  local  tribal  organizations, 
and  Social  Security  offices — to  help  families  with  the  initial  processing  of 
applications. 

•  States  eased  the  process  by  which  applicants  reapplied  for  SCHIP  at  the 
end  of  their  coverage  period.  For  example,  one  state  mailed  families  a 
summary  of  the  information  on  their  last  application,  and  asked  families  to 
update  any  changes  to  the  information. 

Because  states  must  also  screen  for  Medicaid  eligibility  before  enrolling 
children  into  SCHIP,  some  states  have  noted  increased  enrollment  in 
Medicaid  as  a  result  of  SCHIP.  For  example,  Alabama  reported  a  net 
increase  of  approximately  121,000  children  in  Medicaid  since  its  SCHIP 
program  began  in  1998.  New  York  reported  that,  for  fiscal  year  2005, 
approximately  204,000  children  were  enrolled  in  Medicaid  as  a  result  of 
outreach  activities,  compared  with  618,973  children  enrolled  in  SCHIP.  In 
contrast,  not  all  states  found  that  their  Medicaid  enrollment  was 


l9See  GAO,  Medicaid  mid  SCHIP:  States'  Enrollment  and  Payment  Policies  Can  Affect 
Children's  Access  to  Care,  GAO-01-883  (Washington,  D.C.:  Sept  10, 2001);  Medicaid  a«d 
SCHIP:  Comparisons  of  Outreach,  Enrollment  Practices,  and  Benefits,  GAO/HEHS-00-86 
(Washington,  D.C.:  Apr.  14, 2000);  and  GAO/HEHS-99-65. 
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significantly  affected  by  SCHIP.  For  example,  Idaho  reported  that  a 
negligible  number  of  children  were  found  eligible  for  Medicaid  as  a  result 
of  outreach  related  to  its  SCHIP  program.  Maryland  identified  an  increase 
of  0.2  percent  between  June  2004  and  June  2005. 

Based  on  a  3-year  average  of  2003  through  2005  CPS  data,  the  percentage 
of  uninsured  children  varied  considerably  by  state  and  had  a  national 
average  of  1 1.7  percent20  The  percentage  of  uninsured  children  ranged 
from  5.6  percent  in  Vermont  to  20.4  percent  in  Texas  (see  fig.  2).2' 
According  to  the  Congressional  Research  Service  (CRS)  analysis  of  2005 
CPS  data,  the  percentage  of  uninsured  children  was  higher  in  the  southern 
(13.7  percent)  and  western  (13.8  percent)  regions  of  the  United  States 
compared  with  children  living  in  northeastern  (8.5  percent)  and 
midwestern  (8.2  percent)  regions.22  Nearly  40  percent  of  the  nation  s 
uninsured  children  lived  in  three  of  the  most  populous  states — California, 
Florida,  and  Texas — each  of  which  had  percentages  of  uninsured  children 
above  the  national  average. 


Estimates  of  the  number  of  uninsured  children  are  derived  from  the  annual  health 
insurance  supplement  to  the  CPS.  Health  insurance  information  is  collected  through  the 
Annual  Social  and  Economic  Supplement,  formerly  termed  the  March  supplement 

21Because  sample  sizes  can  be  relatively  small  in  less  populous  states,  state  estimates  are 
developed  using  a  3-year  average,  which  is  the  same  method  used  in  the  formula  to  allocate 
funds  to  states  for  SCHIP.  Since  the  authorization  of  SCHIP  in  1997,  there  have  been 
changes  to  the  CPS.  In  March  2001,  the  CPS  sample  was  expanded,  which  was  expected  to 
result  in  more  precise  state  estimates  of  individuals'  health  insurance  status  for  all  states. 

^CRS,  HeaWi  Insurance  Coverage  of  Children,  2005  (Washington,  D.C.:  Sept.  6,  2006). 
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Figure  2:  Percentage  of  Uninsured  Children,  by  State,  2003-2005 
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Variations  across  states  in  rates  of  uninsured  children  may  be  linked  to  a 
number  of  factors,  including  the  availability  of  employer-sponsored 
coverage."  We  have  previously  reported  that  certain  types  of  workers 
were  less  likely  to  have  had  access  to  employer-sponsored  insurance  and 
thus  were  more  likely  to  be  uninsured.2,  In  particular,  those  working  part- 
time,  for  small  firms,  or  in  certain  industries  such  as  agriculture  or 
construction,  were  among  the  most  likely  to  be  uninsured.  Additionally, 
states  with  high  uninsured  rates  and  those  with  low  rates  often  were 
distinct  with  regard  to  several  characteristics.  For  example,  states  with 
higher  than  average  uninsured  rates  tended  to  have  higher  unemployment 
and  proportionally  fewer  employers  offering  coverage  to  their  workers. 
Small  employers — those  with  less  than  10  employees — were  much  less 
likely  to  offer  health  insurance  to  their  employees  than  larger  employers. 


States'  SCHIP 
Programs  Reflect  a 
Variety  of  Approaches 
to  Providing  Health 
Care  Coverage 


States'  SCHIP  programs  reflect  the  flexibility  allowed  in  structuring 
approaches  to  providing  health  care  coverage,  including  their  choice 
among  three  program  designs — Medicaid  expansions,  separate  child 
health  programs,  and  combination  programs,  which  have  both  a  Medicaid 
expansion  and  a  separate  child  health  program  component.  As  of  fiscal 
year  2005, 41  state  SCHIP  programs  covered  children  in  families  whose 
incomes  are  up  to  200  percent  of  FPL  or  higher,  with  7  of  the  41  states 
covering  children  in  families  whose  incomes  are  at  300  percent  of  FPL  or 
higher.  States  generally  imposed  some  type  of  cost-sharing  in  their 
programs,  with  39  states  charging  some  combination  of  premiums, 
copayments,  or  enrollment  fees,  compared  with  11  states  that  did  not 
charge  cost-sharing.  Nine  states  reported  operating  premium  assistance 
programs  that  use  SCHIP  funding  to  subsidize  the  cost  of  premiums  for 
private  health  insurance  coverage.  As  of  February  2007,  we  identified 
14  states  with  approved  section  1115  waivers  to  cover  adults,  including 
parents  and  caretaker  relatives,  pregnant  women,  and,  in  some  cases, 
childless  adults. 


^Genevieve  Kenney  and  Allison  Cook,  "Coverage  Patterns  among  SCHIP-Eligible  Children 
and  Their  Parents,"  Health  Policy  Online,  no.  15  (February  2007),  downloaded  on  2/12/2007 
from  http://www.urban.org/url.cfm?ID=311420;  and  Linda  J.  Blumberg,  Amy  J.  Davidoff, 
Exploring  State  Variation  in  Uninsurance  Rates  among  Low-Income  Workers 
(Washington,  D.C.:  Urban  Institute,  Oct  8,  2003). 

24See  GAO,  Health  Insurance:  States'  Protections  and  Programs  Benefit  Some 
Unemployed  Individuals,  GAO-03-191  (Washington,  D.C.:  Oct  25,  2002). 
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States  Employ  All  Three 
Design  Approaches,  with 
Coverage  Generally 
Extending  to  200  Percent 
of  FPL 


As  of  July  2006,  of  the  50  states  currently  operating  SCHIP  programs, 
11  states  had  Medicaid  expansion  programs,  18  states  had  separate  child 
health  programs,  and  21  states  had  a  combination  of  both  approaches  (see 
fig.  3)^  When  the  states  initially  designed  their  SCHIP  programs,  27  states 
opted  for  expansions  to  their  Medicaid  programs.2*  Many  of  these  initial 
Medicaid  expansion  programs  served  as  "placeholders"  for  the  state — that 
is,  minimal  expansions  in  Medicaid  eligibility  were  used  to  guarantee  the 
1998  fiscal  year  SCHIP  allocation  while  allowing  time  for  the  state  to  plan 
a  separate  child  health  program.  Other  initial  Medicaid  expansions — 
whether  placeholders  or  part  of  a  combination  program — also  accelerated 
the  expansion  of  coverage  for  children  aged  14  to  18  up  to  100  percent  of 
FPL,  which  states  are  already  required  to  cover  under  federal  Medicaid 
law.27 


^The  50  states  include  the  District  of  Columbia.  In  January  2007,  CMS  approved 
Tennessee's  plan  for  a  separate  child  health  program  under  SCHIP.  According  to  state 
information,  the  program  will  be  implemented  in  early  2007. 

26GAO/HEHS-99-65. 

w42  U.S.C.  §  1396a(a)(10)(A)(i)(vii)  requires  states  to  provide  Medicaid  coverage  to 
children  bom  after  September  30, 1983,  aged  6  to  18. 
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Figure  3:  State  SCHIP  Design  Choices  as  of  July  2006 


Combination  Ql  piugrarns  (2?  stales) 


Note:  In  January  2(>07,  CMS  approved  Tennessee's  plan  for  a  separate  Chile!  heattfi  program  under 
SCHIP,  According  to  state  information,  the  program  wit!  be  implemented  in  early  2007. 

A  state's  starting  point  for  SCHIP  eligibility  is  dependent  upon  the 
eligibility  levels  previously  established  in  its  Medicaid  program.  Under 
federal  Medicaid  law,  all  state  Medicaid  programs  must  cover  children 
aged  5  and  under  if  their  family  incomes  are  at  or  below  133  percent  of 
FPL  and  children  aged  6  t  hrough  IS  if  their  family  incomes  <ire  at  or  below 
100  percent  of  FPL."  Some  states  have  chosen  to  Cover  children  in  families 


*42U.S.C.  §  1396a(a)(10)(A)(i),  (iv),  (vi).  (vu). 
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with  higher  income  levels  in  their  Medicaid  programs.25  Each  state's 
starting  point  essentially  creates  a  "corridor" — generally,  SCHIP  coverage 
begins  where  Medicaid  ends  and  then  continues  upward,  depending  on 
each  state's  eligibility  policy.30 

In  fiscal  year  2005,  41  states  used  SCHIP  funding  to  cover  children  in 
families  with  incomes  up  to  200  percent  of  FPL  or  higher,  including 
7  states  that  covered  children  in  families  with  incomes  up  to  300  percent 
of  FPL  or  higher.31  In  total,  27  states  provided  SCHIP  coverage  for  children 
in  families  with  incomes  up  to  200  percent  of  FPL,  which  was  $38,700  for  a 
family  of  four  in  2005.  Another  14  states  covered  children  in  families  with 
incomes  above  200  percent  of  FPL,  with  New  Jersey  reaching  as  high  as 
350  percent  of  FPL  in  its  separate  child  health  program.  Finally,  9  states 
set  SCHIP  eligibility  levels  for  children  in  families  with  incomes  below 
200  percent  of  FPL.  For  example,  North  Dakota  covered  children  in  its 
separate  child  health  program  up  to  140  percent  of  FPL.  (See  fig.  4.)  (See 
app.  I  for  the  SCHIP  upper  income  eligibility  levels  by  state,  as  a 
percentage  of  FPL.) 


"9States  also  have  the  option  under  federal  Medicaid  law  to  extend  coverage  of  children  in 
families  with  incomes  at  or  below  185  percent  of  FPL,  or  even  at  higher  income  levels 
under  a  section  1115  waiver.  42  U.S.C.  §§  1315, 1396a(a)(10)(A)(ii)(ix). 

''"The  corridor  represents  the  FPL  levels  in  states'  SCHIP  programs  above  the  levels  offered 
by  their  Medicaid  programs.  A  state's  starting  point  for  SCHIP  eligibility  is  dependent  on 
the  eligibility  levels  previously  established  in  its  Medicaid  program.  However,  states'  SCHIP 
programs  may  provide  coverage  to  individuals  who  have  incomes  at  the  Medicaid  level  if 
they  cannot  qualify  for  Medicaid.  For  example,  states  may  offer  SCHIP  coverage  to 
individuals  whose  incomes  are  at  the  Medicaid  level,  but  who  cannot  qualify  for  Medicaid 
because  they  cannot  meet  documentation  or  other  Medicaid  eligibility  requirements. 

"in  January  2007,  CMS  approved  Tennessee's  SCHIP  plan,  which  covers  pregnant  women 
and  children  in  families  with  incomes  up  to  250  percent  of  FPL.  According  to  state 
information,  the  program  will  be  implemented  in  early  2007. 
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Figure  4:  Corridor  of  SCHIP  Eligibility  for  Children  Aged  6  through  18  Years,  Fiscal  Year  2005 

Percentage  of  FPL 
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•Source:  SAO  analysis  at  smsf  annua!  SCWP  nepers  for  2005  and  is*  Naeonal  Academy  fen  State  Health  Policy. 
Note;  !n  some  cases,  we  obtained  data  from  Neva  Kaye,  Cynthia  Pernice.  and  Ann  Cuflen,  Charting 
SCHIP  Hi:  An  Analysis  of  the  Third  Comprehensive  Survey  of  State  Children's  Health  Insurance 
Programs  (Portland.  Me.:  National  Academy  for  State  Health  Policy,  September  2006). 


The  corridor  represents  the  FPU  levels  in  slates'  SCHIP  programs  above  the  levels  offered  by  their 
Medicaid  programs.  A  state's  starting  point  tor  SCHIP  eligibility  is  dependent  on  the  eligibility  levels 
previously  established  in  its  Medicaid  programs  However,  states'  SCHIP  programs  may  provide 
coverage  to  individuate  who  have  incomes  at  the  Medicaid  level  if  they  cannot  Qualify  for  Medicaid. 
For  example,  states  may  offer  SCHIP  coverage  so  individuals  whose  incomes  are  at  the  Medicaid 
level,  but  who  cannot  qualify  for  Medicaid  because  they  cannot  meet  documentation  or  other 
Medicaid  eligibility  requirements.. 

*State  did  not  have  an  FPL  eligibility  level  for  SCHIP  that  was  above  its  Medicaid  eligibility  level  for 
this  age  group  because  its  Medicaid  program  also  covered  children  up  to  this  FPL  level,  the  state 
provided  SCHIP  coverage  to  individuals  whose  incomes  are  at  the  Medicaid  lavei  but  who  cannot 
qualify  for  Medicaid  because  of  documentation  or  other  requirements. 

*m  January  2007,  CMS  approved  Tennessee's  SCHiP  plan,  which  covers  pregnant  women  and 
children  in  families  with  incomes  up  to  250  percent  o!  r  PL.  According  to  state  Information,  the 
program  v/iii  be  implemented  in  early  2007. 


Separate  Child  Health 
Program  Benefit  Packages 
Reflect  the  Full  Range  of 
SCHIP  Options 


Under  federal  SCHIP  law.  states  with  separate  child  healt  h  programs  have 
the  option  of  using  different  bases  for  establishing  their  benefit  packages. 
Separate  child  health  programs  cart  choose  to  base  their  benefit  packages 
on  (I)  one  of  several  benchmarks  specified  in  federal  SCHIP  law,  such  as 
the  Federal  Employees  Health  Benefits  Program  (FEHBP)  or  state 
employee  coverage;  (2)  a  benchmark-equivalent  set  of  services,  as  defined 
under  federal  law;  (3)  coverage  equivalent  to  state-funded  child  health 
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programs  in  Florida,  New  York,  or  Pennsylvania;  or  (4)  a  benefit  package 
approved  by  the  Secretary  of  Health  and  Human  Services  (see  table  1). 


Table  1 :  Basis  (or  Required  Scope  of  Health  Insurance  Coverage  for  States  with  Separate  Child  Health  Programs 


Basis  of  coverage 

Description 

State 

Benchmark 
(14  states) 

Federal  Employees  Health  Benefits  Program 
(FEHBP)  Blue  Cross  Blue  Shield  standard 
option,  or  coverage  generally  available  to 
state  employees,  or  coverage  under  the 
states'  health  maintenance  organization  with 
the  largest  insured  commercial  non-Medicaid 
enrollment. 

Alabama,  California,  Connecticut,  Delaware, 
Iowa,'  Kansas,  Maryland,  Massachusetts, 
Michigan,  Mississippi,  New  Hampshire,  New 
Jersey,  North  Carolina,  Texas 

Benchmark-equivalent 
(12  states) 

Basic  coverage  for  inpatient  and  outpatient 
hospital,  physicians'  surgical  and  medical, 
laboratory  and  x-ray,  and  well-baby  and  well- 
child  care,  including  age-appropriate 
immunizations.  Coverage  must  be  equal  to 
the  value  of  benchmark  coverage. 

Colorado,  Georgia,  Illinois,  Indiana,  Iowa,' 
Kentucky,  Montana,  North  Dakota,  Rhode 
Island,  Utah,  Virginia,  West  Virginia 

Existing  comprehensive  state  coverage 
(3  states) 

Coverage  equivalent  to  state-funded  child 
health  programs  in  Florida,  New  York,  or 
Pennsylvania. 

Florida,  New  York,  Pennsylvania 

Secretary-approved 
(8  states)6 

Coverage  determined  appropriate  for 
targeted  low-income  children. 

Arizona,  Arkansas,  tdaho,  Maine,  Nevada, 
Oregon,  Vermont,  Wyoming 

Source  Assistant  Secretary  tor  Planning  and  Evaluation  SCHIP  Database.  200t ,  states*  annual  SCHIP  reports  tor  2002  tflrough  2005. 
and  GAO.  Children  s  Health  Insurance  Program  State  Implementation  Approaches  Am  Evolving.  CAO/HF.H3  09-C5  (Washington.  O  C 
May  14. 1999) 


"State's  SCHIP  program  reports  using  two  bases  of  coverage— benchmark  and  benchmark- 
equivalent. 

"In  January  2007,  CMS  approved  Tennessee's  SCHIP  plan,  which  has  a  Secretary-approved  benefits 
package.  According  to  state  information,  the  program  will  be  implemented  in  early  2007. 

In  some  cases,  separate  child  health  programs  have  changed  their  benefit 
packages,  adding  and  removing  benefits  over  time,  as  follows. 

•   In  2003,  Texas  discontinued  dental  services,  hospice  services,  skilled 
nursing  facilities  coverage,  tobacco  cessation  programs,  vision  services, 
and  chiropractic  services.  In  2005,  the  state  added  many  of  these  services 
(chiropractic  services,  hospice  services,  skilled  nursing  facilities,  tobacco 
cessation  services,  and  vision  care)  back  into  the  SCHIP  benefit  package 
and  increased  coverage  of  mental  health  and  substance  abuse  services. 
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•    In  January  2002,  Utah  changed  its  benefit  structure  for  dental  services, 
reducing  coverage  for  preventive  (cleanings,  examinations,  and  x-rays) 
and  emergency  dental  services  in  order  to  cover  as  many  children  as 
possible  with  limited  funding.  In  September  2002,  the  dental  benefit 
package  was  further  restructured  to  include  dental  coverage  for  accidents, 
as  well  as  fluoride  treatments  and  sealants. 


Most  SCHIP  Programs 
Require  Cost-Sharing,  but 
Amounts  Charged  Vary 
Considerably 


In  2005,  most  states'  SCHIP  programs  required  families  to  contribute  to  the 
cost  of  care  with  some  kind  of  cost-sharing  requirement.  The  two  major 
types  of  cost-sharing — premiums  and  copayments — can  have  different 
behavioral  effects  on  an  individual's  participation  in  a  health  plan.32 
Generally,  premiums  are  seen  as  restricting  entry  into  a  program,  whereas 
copayments  affect  the  use  of  services  within  the  program  There  is 
research  indicating  that,  if  cost-sharing  is  too  high,  or  imposed  on  families 
whose  income  is  too  low,  it  can  impede  access  to  care  and  create  financial 
burdens  for  families.33 


In  2005,  states'  annual  SCHIP  reports  showed  that  39  states  had  some  type 
of  cost-sharing — premiums,  copayments,  or  enrollment  fees — while 
11  states  reported  no  cost-sharing  in  their  SCHIP  programs.34  Overall, 
16  states  charged  premiums  and  copayments,  14  states  charged  premiums 
only,  and  9  states  charged  copayments  only  (see  fig.  5). 


^Opinions  differ  over  the  extent  to  which  different  types  of  cost-sharing  are  appropriate 
and  useful  tools  for  managing  health  care  utilization  among  low-income  populations. 
Premiums  are  sometimes  viewed  as  promoting  personal  responsibility  by  having  the 
beneficiary  participate  in  the  cost  of  coverage.  Proponents  of  cost-sharing  believe  that 
copayments  can  make  individuals  more  price-conscious  consumers  of  health  care  services, 
which  may  reduce  the  use  of  unnecessary  services.  Others  believe  that  cost-sharing 
requirements  may  limit  service  use,  such  as  physician  visits,  causing  individuals  to  defer 
necessary  treatment,  resulting  in  more  severe  conditions  and  potentially  higher  expenses. 
See  GAO,  Medicaid  and  SCHIP:  Slates'  Premium  and  Cost  Sharing  Requirements  far 
Beneficiaries,  GAO-04-491  (Washington,  D.C.:  Mar.  31,  2004). 

^See  Tricia  Johnson,  Mary  Rimsza,  and  William  G.  Johnson,  "The  Effects  of  Cost-Shifting  in 
the  State  Children's  Health  Insurance  Program,"  American  Journal  of  Public  Health  (April 
2006);  Leighton  Ku  and  Teresa  A.  Coughun,  Tlie  Use  of  Sliding  Scale  Premiums  in 
Subsidized  Insurance  Programs  (Washington,  DC:  The  Urban  Institute,  Mar.  1, 1997);  and 
Samantha  Artiga  and  Molly  O'Malley,  Increasing  Premiums  and  Cost  Sharing  in 
Medicaid  and  SCHIP:  Recent  Stale  Experiences  (Washington,  D.C.:  The  Kaiser 
Commission  on  Medicaid  and  the  Uninsured,  May  2005). 

^In  January  2007,  CMS  approved  Tennessee's  SCHIP  plan,  which  allows  the  state  to  impose 
copayments  on  services.  According  to  state  information,  the  program  will  be  implemented 
in  early  2007. 
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Figure  5:  Types  of  Cost-Sharing  under  SCHIP,  Fiscal  Year  2005 


^^^B  Charged  premiums  and  copaymer.ss  ('estates) 
i  


Souiw  Coortgrn  ©  Ccv  Cor©  AS  .-^ms  resenas  imp)  GA0  antft-sos  o!  Maws'  annual  SCHIP  reports 

Note:  In  January  2007,  CMS  approved  Tennessee's  SCHIP  plan,  which  allows  the  state  to  impose 
copayments  on  services.  According  to  state  information,  the  program  wiil  be  implemented  in  early 

2007. 

"State  charged  an  enrollment  fee. 

Cost-sharing  occurred  more  frequently  in  the  separate  child  health 
programs  than  in  Medicaid  expansion  programs.  For  example,  8  states 
with  Medicaid  expansion  programs  had  cost -sharing  requirements, 
compared  with  34  states  operating  separate  child  health  program 
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components.35  The  amount  of  premiums  charged  varied  considerably 
among  the  states  that  charged  cost-sharing.  For  example,  premiums 
ranged  from  $5.00  per  family  per  month  for  children  in  families  with 
incomes  from  150  to  200  percent  of  FPL  in  Michigan  to  $117  per  family  per 
month  for  children  in  families  with  incomes  from  300  to  350  percent  of 
FPL  in  New  Jersey.  Federal  SCH1P  law  prohibits  states  from  imposing 
cost-sharing  on  SCHIP-eligible  children  that  totals  more  than  5  percent  of 
family  income  annually.36  In  addition,  cost-sharing  for  children  may  be 
imposed  on  the  basis  of  family  income.  For  example,  we  earlier  reported 
that  in  2003,  Virginia  SCHIP  copayments  for  children  in  families  with 
incomes  from  133  percent  to  below  150  percent  of  FPL  were  $2  per 
physician  visit  or  per  prescription  and  $5  for  services  for  children  in 
families  with  higher  incomes.37 


Few  States  Offer  Premium     In  fiscal  year  2005,  nine  states  reported  operating  premium  assistance 
Assistance  Programs  programs  (see  table  2),  but  implementation  remains  a  challenge. 

Enrollment  in  these  programs  varied  across  the  states.  For  example, 
Louisiana  reported  having  under  200  enrollees  and  Oregon  reported  having 
nearly  6,000  enrollees.39  To  be  eligible  for  SCHIP,  a  child  must  not  be 
covered  under  any  other  health  coverage  program  or  have  private  health 
insurance.  However,  some  uninsured  children  may  live  in  families  with 
access  to  employer-sponsored  health  insurance  coverage.  Therefore, 
states  may  choose  to  establish  premium  assistance  programs,  where  the 
state  uses  SCHIP  funds  to  contribute  to  health  insurance  premium 


^States  that  opt  for  Medicaid  expansions  must  follow  Medicaid  rules — and  cost-sharing  for 
children  is  generally  not  allowed. 

^42  U.S.C.  §  1397cc(e).  Federal  SCHIP  regulations  include  other  limits  on  cost-sharing.  For 
example,  states  with  separate  child  health  programs  are  not  permitted  to  impose  any  cost- 
sharing  on  covered  well-baby  and  well-child  care  services.  Additionally,  states  may  require 
cost-sharing  for  children  in  families  with  incomes  at  or  below  150  percent  of  FPL,  but 
premium  amounts  cannot  exceed  the  maximum  charges  that  are  permitted  under  Medicaid. 
States  are  also  prohibited  from  charging  cost-sharing  to  American  Indians  or  Alaska 
Natives.  42  C.F.R.  §§  457.520,  et.  seq. 

MGAOM54-491. 

^Data  for  premium  assistance  program  enrollment  for  Louisiana  were  obtained  from  CMS's 
2005  annual  SCHIP  report  and  for  Oregon  from  Neva  Kaye,  Cynthia  Pernice,  and  Ann 
Cullen,  Charting  SCHIP  HI:  An  Analysis  of  the  Third  Compreitensivc  Survey  of  State 
Cliildren's  Health  Insurance  Programs  (Portland,  Me.:  National  Academy  for  State  Health 
Policy,  September  2006). 
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payments.39  To  the  extent  that  such  coverage  is  not  equivalent  to  the 
states'  Medicaid  or  SCHIP  level  of  benefits,  including  limited  cost-sharing, 
states  are  required  to  pay  for  supplemental  benefits  and  cost-sharing  to 
make  up  this  difference.  Under  certain  section  1115  waivers,  however, 
states  have  not  been  required  to  provide  this  supplemental  coverage  to 
participants. 


Table  2:  Premium  Assistance  Progn 

ims  in  Nine  States,  Fiscal  Year  2005 

Design  of  SCHIP 

Authority  for  premium 

Population  covered 
under  authority 

Supplemental  coverage 
for  benefits  or  cost- 

State 

program 

assistance  program 

Children 

Adults 

sharing 

Idaho 

Combination 

Section  1906 

No 

Section  1115  HIFA 

Illinois 

Combination 

Section  1115  HIFA 

No 

Louisiana 

Medicaid  expansion 

Section  1906 

Yes,  for  benefits  and  cost- 
sharing 

Massachusetts 

Combination 

Premium  assistance  under  SCHIP 
plan 

No 

Section  1115  non-HIFA 

New  Jersey 

Combination 

Section  1115  non-HIFA 

Yes,  for  benefits  and  cost- 
sharing 

Oregon 

Separate  program 

Section  1115  HIFA 

No 

Rhode  Island 

Combination 

Premium  assistance  under  SCHIP 
plan 

Yes,  for  benefits  and  cost- 
sharing 

Family  coverage  under  SCHIP  plan 

Section  1115  non-HIFA 

Section  1906 

Virginia" 

Combination 

Premium  assistance  under  SCHIP 
plan 

Yes,  for  benefits1 

Section  1115  HIFA 

Section  1906 

Wisconsin 

Medicaid  expansion 

Section  1115  non-HIFA 

Yes,  for  benefits  and  cost- 
sharing 

Source  CMS,  slates'  Annual  SCHrP  Reports  (of  200S,  arx)  Neva  Kaye.  Cynthia  Pemce.  and  Ann  CuSen,  Charting  SCHIP  IH  An 
Analysis  ol  the  Third  Comprehensive  Survey  ol  Slate  ChtkSrens  Health  Insurance  Programs  (Portland.  Me  National  Academy  for  State 
Health  Policy.  September  2006) 

'Coverage  of  adults  under  Illinois'  program  became  effective  January  1 ,  2006. 


^States  may  establish  premium  assistance  programs  under  separate  child  health  programs 
or  under  Medicaid  programs,  including  as  part  of  a  section  1115  waiver.  See  42  U.S.C.  §§ 
1315, 1396e;  42  C.F.R.  §  457.810. 


Page  22 


GAO-07-558T 


155 


"Virginia  offered  a  SCHIP  premium  assistance  program  from  October  2001  until  July  31 ,  2005, 
entitled  the  Employer  Sponsored  Health  Insurance  (ESHI)  program.  On  August  1,  2005,  the  ESHI 
program  was  replaced  by  a  new  SCHIP  premium  assistance  program  entitled  Family  Access  to 
Medical  Insurance  Security  (FAMIS)  Select.  CMS  approved  this  program  on  July  1 , 2005,  as  part  of ; 
115  waiver. 


Virginia's  supplemental  payments  were  limited  to  immunizations  not  covered  by  the  employer/private 
health  plan. 

Several  states  reported  facing  challenges  implementing  their  premium 
assistance  programs.  Louisiana,  Massachusetts,  New  Jersey,  and  Virginia 
cited  administration  of  the  program  as  labor  intensive.  For  example, 
Massachusetts  noted  that  it  is  a  challenge  to  maintain  current  information 
on  program  participants'  employment  status,  choice  of  health  plan,  and 
employer  contributions,  but  such  information  is  needed  to  ensure  accurate 
premium  payments.  Two  states — Rhode  Island  and  Wisconsin — noted  the 
challenges  of  operating  premium  assistance  programs,  given  changes  in 
employer-sponsored  health  plans  and  accompanying  costs.  For  example, 
Rhode  Island  indicated  that;  increases  in  premiums  are  being  passed  to 
employees,  which  makes  it  more  difficult  to  meet  cost-effectiveness  tests 
applicable  to  the  purchase  of  family  coverage.'0 


Adult  Coverage  in  SCHIP 
Is  Primarily  Accomplished 
through  Waivers 


States  opting  to  cover  adult  populations  using  SCHIP  funding  may  do  so 
under  an  approved  section  1115  waiver.  As  of  February  2007,  we  identified 
14  states  with  approved  waivers  to  cover  at  least  one  of  three  categories  of 
adults:  parents  of  eligible  Medicaid  and  SCHIP  children,  pregnant  women, 
and  childless  adults.  (See  table  3.)  The  Deficit  Reduction  Act  of  2005 
(DRA),  however,  has  prohibited  the  use  of  SCHIP  funds  to  cover 
nonpregnant  childless  adults.41  Effective  October  1,  2005,  the  Secretary  of 
Health  and  Human  Services  may  not  approve  new  section  1 115  waivers 
that  use  SCHIP  funds  for  covering  nonpregnant,  childless  adults.  However, 
waivers  for  covering  these  adults  that  were  approved  prior  to  this  date  are 
allowed  to  continue  until  the  end  of  the  waiver.  Additionally,  the  Secretary 
may  continue  to  approve  section  1115  waivers  that  extend  SCHIP  coverage 
to  pregnant  adults,  as  well  as  parents  and  other  caretaker  relatives  of 
children  eligible  for  Medicaid  or  SCHIP. 


40The  cost-effectiveness  test  requires  the  states  to  demonstrate  that  covering  both  adults 
and  children  in  a  family  under  SCHIP  is  not  more  expensive  than  covering  only  the 
children.  42  U.S.C.  §1397ee(c). 


41DRA,  Pub.  L.  No.  1 
42  U.S.C.  §  I397gg). 


-171,  §  6102,  120  Stat.  131-132  (Feb.  8,  2006)  (codified  as  amended  at 
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Table  3:  States  with  the  Authority  to  Cover  Adults  in  SCHIP  under  Section  1115 
Waivers,  Categories  of  Covered  Adults,  and  Upper  Income  Eligibility  Thresholds  as 
a  Percentage  of  FPt. 

Covered  adults 

State 

Pregnant  Childless 
Parents       women  adults" 

Percentage  of  FPL 

Arizona 

200  (parents);  100  (childless 
adults) 

Arkansas 

200 

Colorado 

200 

Idaho 

y               *  * 

185" 

Illinois 

185 

Michigan 

35 

Minnesota 

200 

Nevada 

*  <* 

200  (parents);  185  (pregnant 
women) 

New  Jersey 

200 

New  Mexico 

200 

Oregon 

185 

Rhode  Island 

185  (parents);  250  (pregnant 
women) 

Virginia 

166 

Wisconsin 

200 

Source  CMS.  as  ol  February  2007 

"The  DRA  prohibited  the  use  of  SCHIP  funds  to  cover  nonpregnant  childless  adults.  Effective 
October  1, 2005,  the  Secretary  of  Health  and  Human  Services  may  not  approve  new  section  1115 
waivers  that  use  SCHIP  funds  for  covenng  nonpregnant  childless  adults.  However,  waivers  approved 
prior  to  that  date  are  allowed  to  continue  until  the  end  of  the  waiver. 

"Income  eligibility  for  parents  and  childless  adults  is  set  at  less  than  185  percent  of  FPL;  for  pregnant 
women,  income  eligibility  includes  185  percent  of  FPL. 


States'  SCHIP 
Spending  Was  Initially 
Low  but  Now 
Threatens  to  Exceed 
Available  Funding 


SCHIP  program  spending  was  low  initially,  as  many  states  did  not 
implement  their  programs  or  report  expenditures  until  1999  or  later,  but 
spending  was  much  higher  in  the  program's  later  years  and  now  threatens 
to  exceed  available  funding.  Beginning  in  fiscal  year  2002,  states  together 
spent  more  federal  dollars  than  they  were  allotted  for  the  year  and  thus 
relied  on  the  3-year  availability  of  SCHIP  allotments  or  on  redistributed 
SCHIP  funds  to  cover  additional  expenditures.  But  as  spending  has  grown, 
the  pool  of  funds  available  for  redistribution  has  shrunk.  Some  states 
consistently  spent  more  than  their  allotted  funds,  while  other  states 
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consistently  spent  less.  Overall,  18  states  were  projected  to  have 
shortfalls — that  is,  they  were  expected  to  exhaust  available  funds, 
including  current  and  prior-year  allotments — in  at  least  1  year  from  2005 
through  2007.  To  cover  projected  shortfalls  that  several  states  faced, 
Congress  appropriated  an  additional  $283  million  for  fiscal  year  2006.  As 
of  January  2007, 14  states  are  projected  to  exhaust  their  allotments  in 
fiscal  year  2007. 


Program  Spending,  Low  in 
SCHIP's  Early  Years, 
Exceeded  Allotments  by 
2002 


SCHIP  program  spending  began  low,  but  by  fiscal  year  2002,  states' 
aggregate  annual  spending  from  their  federal  allotments  exceeded  their 
annual  allotments.  Spending  was  low  in  the  program's  first  2  years  because 
many  states  did  not  implement  their  programs  or  report  expenditures  until 
fiscal  year  1999  or  later.  Combined  federal  and  state  spending  was 
$180  million  in  1998  and  $1.3  billion  in  1999.  However,  by  the  end  of  the 
program's  third  fiscal  year  (2000),  all  50  states  and  the  District  of 
Columbia  had  implemented  their  programs  and  were  drawing  down  their 
federal  allotments.  Since  fiscal  year  2002,  SCHIP  spending  has  grown  by 
an  average  of  about  10  percent  per  year.  (See  fig.  6.) 
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Figure  6:  Combined  State  and  Federal  SCHIP  Expenditures,  Fiscal  Years  1998-2006 

Dollars  in  billions 


Fiscal  year 

j  i  Expenai'ures  (stats) 
j        .[  Exper\l)it,rRs  (federal) 


From  fiscal  year  1998  thr  ough  2001,  annual  federal  SCRIP  expenditures 
were  well  below  annual  allotments,  ranging  from  3  percent  of  allotments 
in  fiscal  year  1998  to  63  percent,  in  fiscal  year  2001.  In  fiscal  year  2002,  the 
states  together  spent  more  federal  dollars  than  they  were  allotted  for  the 
year,  in  part,  because  total  allotments  dropped  from  $4.25  bilLion  in  fiscal 
year  2001  to  $3.12  billion  in  fiscal  year  2002,  marking  the  beginning  of  the 
so-called  "SCHIP  dip.*4-  However,  even  after  annual  SCRIP  appropriations 
increased  in  fiscal  year  2005,  expenditures  continued  to  exceed  allotments 
(see  fig.  7),  Generally,  states  were  able  to  draw  on  unused  funds  from  prior 
years'  allotments  to  cover  expenditures  incurred  in  a  given  year  that  were 
in  excess  of  their  allotment  for  that  year,  because,  as  discussed  earlier,  the 
federal  SCHIP  law  gave  states  3  years  to  spend  each  annual  allotment.  In 
certain  circumstances,  states  also  retained  a  portion  of  unused  allotments. 


^The  SCHIP  dip  refers  to  the  decrease  in  SCHIP  appropriations  for  fiscal  years  2002 
through  2004,  which  was  necessary  to  address  budgetary  constraints  applicable  at  the  time 
the  BBA  was  enacted. 
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Figure  7:  SCH1P  Allotments  and  Federal  Expenditures,  Fiscal  Years  1998-2007 


Dollars  in  billions 
7 

6  40 


1998  1999  2000  2001  2002  2003  2004  2005  2006  2007 

Fiscal  year 


j  Aftotmsnts 
Expenditures 
Sowc*  CvAO  anaiyas  OS  CMS  (j*a. 

Notes:  Fiscal  year  2007  expenditures  are  estimates  based  on  budgets  submitted  by  the  states  to 
CMS  in  November  2006  Expenditures  may  exceed  allotments  in  any  single  year  because  allotments 
are  available  for  3  years  and  may  be  expended  in  years  later  than  allotted. 


States  that,  have  outspent  their  annual  allotments  over  the  3-year  period  of 
availability  have  also  relied  on  redistributed  SCHIP  funds  to  cover  excess 
expenditures.  But  as  overall  spending  has  grown,  the  pool  of  funds 
available  for  redistribution  has  shrunk  from  a  high  of  $2.82  billion  in 
unused  funds  from  fiscal  year  1999  to  $0.17  billion  in  unused  funds  from 
fiscal  year  2003.  Meanwhile,  the  number  of  states  eligible  for 
redistributions  has  grown  from  12  states  in  fiscal  year  2001  to  40  states  in 
fiscal  year  2006.  (See  fig.  8.) 
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Figure  8:  Unused  SCHIP  Allotments  from  Fiscal  Year  1998  through  2003  and  Number  of  States  Eligible  for  Redistribution, 
Fiscal  Years  20G1-20O6 
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Note:  States  are  eligible  to  receive  redistribution  in  a  particular  fiscal  year  if  they  have  expended  ail  of 
their  allotment  tor  that  year. 
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Congress  has  acted  on  several  occasions  to  change  the  way  SCHIP  funds 
are  redistributed.  In  fiscal  years  2000  and  2003,  Congress  amended 
statutory  provisions  for  the  redistribution  and  availability  of  unused 
SCHIP  allotments  from  fiscal  years  1998  through  200 1,43  reducing  the 
amounts  available  for  redistribution  and  allowing  states  that  had  not 
exhausted  their  allotments  by  the  end  of  the  3-year  period  of  availability  to 
retain  some  of  these  funds  for  additional  years.  Despite  these  steps, 
$1.4  billion  in  unused  SCHIP  funds  reverted  to  the  U.S.  Treasury  by  the 
end  of  fiscal  year  2005. 

Congress  has  also  appropriated  additional  funds  to  cover  states'  projected 
SCHIP  program  shortfalls.  The  DRA  included  a  $283  million  appropriation 
to  cover  projected  shortfalls  for  fiscal  year  2006.M  CMS  divided  these  funds 
among  12  states  as  well  as  the  territories. 

In  the  beginning  of  fiscal  year  2007,  Congress  acted  to  redistribute  unused 
SCHIP  allotments  from  fiscal  year  2004  to  states  projected  to  face 
shortfalls  in  fiscal  year  2007.45  The  National  Institutes  of  Health  Reform  Act 
of  2006  makes  these  funds  available  to  states  in  the  order  in  which  they 
experience  shortfalls.  In  January  2007,  CRS  projected  that  although 
14  states  will  face  shortfalls,  the  $147  million  in  unused  fiscal  year  2004 
allotments  will  be  redistributed  to  the  five  states  that  are  expected  to 


,3The  Medicare,  Medicaid  and  SCHIP  Benefits  Improvement  and  Protection  Act  of  2000 
(BIPA)  allowed  states  that  used  their  fiscal  year  1998  and  1999  allotments  to  receive 
redistributed  funds  and  allowed  states  that  had  not  used  these  allotments  to  retain  a 
portion  of  remaining  funds.  BIPA  also  extended  the  availability  of  all  redistributed  and 
retained  funds  through  the  end  of  fiscal  year  2002.  BIPA,  Pub.  L.  No.  106-554,  §  1(a)(6),  1 14 
Stat.  2763,  2763A-578— 580  (Dec.  21,  2000)  (codified,  as  amended,  at  42  U.S.C.  §  1397dd(g)). 
The  State  Children's  Health  Insurance  Program  Allotments  Extension  Act  (SCHIP 
Extension  Act)  further  extended  the  availability  of  redistributed  and  retained  allotments 
from  fiscal  years  1998  and  1999  another  2  years,  to  the  end  of  fiscal  year  2004.  The  law  also 
established  a  new  method  for  reallocating  unspent  allotments  from  fiscal  years  2000  and 
2001,  allowing  states  that  did  not  expend  these  funds  to  retain  50  percent  of  the  funds  and 
redistributing  the  remaining  50  percent  to  states  that  had  spent  their  allotments.  In 
addition,  the  law  established  authority  for  certain  states — generally,  states  that  covered  at 
least  one  category  of  children  other  than  infants  in  families  with  incomes  up  to  at  least 
185  percent  of  FPL — to  use  up  to  20  percent  of  original  fiscal  year  allotments  for  1998 
through  2001  for  Medicaid  eligible  children  with  family  income  over  150  percent  of  FPL 
SCHIP  Extensions  Act,  Pub.  L  No.  108-74,  §§  1(a)(4),  1(b),  1 17  Stat.  895-896  (Aug.  15,  2003) 
(codified,  as  amended,  at  42  U.S.C.  §  1397dd(g),  1397ee(g)). 

4,DRA,  Pub.  L.  No.  109-171,  §  6101(a),  120  Stat.  130  (Feb.  8,  2006)  (codified,  as  amended,  at 
42  U.S.C.  §  1397dd(d)). 

45National  Institutes  of  Health  Reform  Act  of  2006  (NIH  Reform  Act),  Pub.  L  No.  109-482,  § 
201, 120  Stat.  3675  (Jan.  15,  2007)  (to  be  codified  at  42  U.S.C.  §  1397dd(h)). 
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experience  shortfalls  first.  The  NIH  Reform  Act  also  created  a 
redistribution  pool  of  funds  by  redirecting  fiscal  year  2005  allotments  from 
states  that  at  midyear  (March  31,  2007)  have  more  than  twice  the  SCHIP 
funds  they  are  projected  to  need  for  the  year.46 


Some  States  Consistently  Some  states  consistently  spent  more  than  their  allotted  funds,  while  other 
Spent  More  than  Their  states  consistently  spent  less.  From  fiscal  years  2001  through  2006, 

Allotted  Funds  ^  states  spent  their  entire  allotments  at  least  once,  thereby  qualifying  for 

redistributions  of  other  states'  unused  allotments;  1 1  states  spent  their 
entire  allotments  in  at  least  5  of  the  6  years  that  funds  were  redistributed. 
Moreover,  18  states  were  projected  to  face  shortfalls — that  is,  they  were 
expected  to  exhaust  available  funds,  including  current  and  prior-year 
allotments — in  at  least  1  of  the  final  3  years  of  the  program.47  (See  fig.  9.) 
As  of  January  2007, 14  states  were  projected  to  exhaust  their  allotments  in 
fiscal  year  2007. 


*These  states  are  required  to  contribute  half  of  their  remaining  2005  allotments,  up  to  a 
maximum  of  $20  million,  to  the  redistribution  pool.  NTH  Reform  Act,  Pub.  L  No.  109-482,  § 
201, 120  Stat.  3675  (Jan.  15,  2007)  (to  be  codified  at  42  U.S.C.  §  1397dd(h)).  CRS  estimates 
the  redistribution  pool  to  have  $125  million  available.  According  to  CMS  projections,  as  of 
January  2007,  these  funds  will  be  distributed  to  seven  states,  including  the  Ave  projected  to 
receive  redistributed  2004  allotments. 

47In  fiscal  years  2005  and  2006,  CMS  projected  that  13  states  would  face  shortfalls  of  SCHTP 
funds  in  one  or  both  of  those  years,  and  in  October  2006,  CRS  projected  that  17  states 
would  face  shortfalls  in  fiscal  year  2007.  The  17  states  CRS  identified  include  12  of  the 
13  states  CMS  identified,  for  a  total  of  18  states  identified  as  facing  shortfalls  in  fiscal  years 
2005,2006,  and/or  2007. 
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Figure  9:  States  that  Did  or  Did  Not  Spend  Allotments  and/or  Were  Projected  to 
Have  Shortfalls 
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Note:  The  years  refer  to  the  fiscal  years  in  which  unspent  allotments  from  3  years  prior  oecame 
available  for  redistribution.  Under  federal  SCWJP  law,  subject  to  certain  exceptions,  states  were  given 
3  years  to  spend  each  allotment,  after  which  any  unspent  funds  were  to  be  redistributed  among 
states  that  had  spent  their  entire  allotments.  States  projected  to  have  shortfalls  were  projected  to 
exhaust  available  funds,  including  current  and  prior-year  allotments.  Shortfalls  for  2005  and  2006 
were  projected  by  CMS  in  those  years  Shortfalls  for  2007  were  projected  by  CRS  in  October  2006  on 
the  basis  of  states'  budget  data  from  August  2006.  Slates  that  had  spent  their  entire  2004  allotments 
had  not  been  announced  by  the  Secretary  of  Health  and  Human  Services  as  of  January  25,  2007. 

"As  of  January  2007,  CRS  was  no  longer  projecting  a  shortfall  for  this  state  for  fiscal  year  2007. 

'Although  Tennessee  did  not  have  a  SCHIP  program  as  of  October  2002,  it  continued  to  be  allotted 
SCHIP  funds.  On  September  6.  2006.  the  state  submitted  a  SCHiP  plan  that  proposes  to  cover 
pregnant  women  and  children  in  families  with  incomes  up  to  250  percent  of  FPL,  C.MS  approved  this 
plan  in  January  2007;  according  to  slate  information,  the  program  will  be  implemented  in  early  2007 
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When  we  compared  the  18  states  that,  were  projected  to  have  shortfalls 
with  the  32  states  that  were  not,  we  found  that  the  shortfall  states  were 
more  likely  to  have  a  Medicaid  component  to  their  SCHIP  program,  to 
have  a  SCHIP  eligibility  corridor  broader  than  the  median,48  and  to  cover 
adults  in  SCHIP  under  section  1 115  waivers  (see  table  4).  It  is  unclear, 
however,  to  what  extent  these  characteristics  contributed  to  states'  overall 
spending  experiences  with  the  program,  as  many  other  factors  have  also 
affected  states'  program  balances,  including  prior  coverage  of  children 
under  Medicaid,  and  SCHIP  eligibility  criteria,  benefit  packages, 
enrollment  policies,  outreach  efforts,  and  payment  rates  to  providers.  In 
addition,  we  and  others  have  noted  that  the  formula  for  allocating  funds  to 
states  has  flaws  that  led  to  underestimates  of  the  number  of  eligible 
children  in  some  states  and  thus  underfunding.49  Fifteen  of  the  18  shortfall 
states  (83  percent)  had  Medicaid  expansion  programs  or  combination 
programs  that  included  Medicaid  expansions,  which  generally  follow 
Medicaid  rules,  such  as  providing  the  full  Medicaid  benefit  package  and 
continuing  to  provide  coverage  to  all  eligible  individuals  even  after  the 
states'  SCHIP  allotments  are  exhausted.  The  shortfall  states  tended  to 
have  a  broader  eligibility  corridor  in  their  SCHIP  programs,  indicating  that, 
on  average,  the  shortfall  states  covered  children  in  SCHIP  from  lower 
income  levels,  from  higher  income  levels,  or  both.  For  example, 
33  percent  of  the  shortfall  states  covered  children  in  their  SCHIP  programs 
above  200  percent  of  FPL,  compared  with  25  percent  of  the  nonshortfall 
states.  Finally,  6  of  the  18  shortfall  states  (33  percent)  were  covering 
adults  in  SCHIP  under  section  1115  waivers  by  the  end  of  fiscal  year  2006, 
compared  with  6  of  the  32  nonshortfall  states  (19  percent). 


4BThe  SCHIP  eligibility  corridor  is  defined  as  the  difference  between  the  highest  and  lowest 
income  levels  (expressed  as  a  percentage  of  FPL)  eligible  for  SCHIP  within  a  specified  age 
group.  For  example,  if  a  state  covers  children  aged  6  and  older  with  family  incomes  from 
100  percent  to  200  percent  of  FPL,  the  eligibility  corridor  for  this  age  group  is 
100  percentage  points  (200  minus  100).  In  2006,  the  median  SCHIP  eligibility  corridor  for 
children  aged  6  and  older  was  100  percentage  points. 

49See  CRS,  SCHIP  Original  Allotments:  Funding  Formula.  Issues  and  Options;  GAO, 
Medicaid:  Strategies  to  Help  States  Address  Increased  Expenditures  during  Economic 
Downturns,  GAO-07-97  (Washington,  D.C.:  October  18,  2006);  Genevieve  Kenney  and 
Debbie  L  Chang,  "The  State  Children's  Health  Insurance  Program:  Successes, 
Shortcomings,  And  Challenges,"  Health  Affairs,  vol  23,  no.  5  (2004):  51-62.;  and 
GAO/HEHS-99-65. 
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Table  4:  Selected  SCHIP  Program  Characteristics  of  Shortfall  and  Nonshortfall 
States 

Percentage  of  states 

SCHIP  program  characteristic 

Shortfall  states         Nonshortfall  states 
(n=18)  (n=32) 

Medicaid  expansion  or  combination 
programs 

83  53 

Eligibility  corridor  for  children  aged 
6  and  older  that  is  broader  than  the 
median' 

28  16 

Adult  coverage  in  SCHIP  under 
section  1115  waivers  before 
FY  2007" 

33  19 

Source  GAO  analysis,  as  of  January  29.  2007.  of  data  obtained  from  CMS.  CBS.  and  NASHP 


Note:  Shortfall  states  are  states  that  were  identified  by  CMS  or  CRS  as  being  unable  to  cover  their 
projected  SCHIP  expenditures  with  available  funds  in  fiscal  years  2005,  2006.  and/or  2007  in  the 
absence  of  redistributions  or  additional  appropriations.  Nonshortfall  states  are  states  that  were  not 
projected  to  experience  such  shortfalls  in  any  of  the  3  years.  Tennessee  did  not  have  a  SCHIP 
program  as  of  October  2002.  However,  on  September  6,  2006,  the  state  submitted  a  SCHIP  plan  that 
proposes  to  cover  pregnant  women  and  children  in  families  with  incomes  up  to  250  percent  of  FPL 
CMS  approved  this  plan  in  January  2007;  according  to  state  information,  the  program  will  be 
implemented  in  early  2007. 

The  SCHIP  etigibility  corridor  is  defined  as  the  difference  between  the  highest  and  lowest  income 
levels  (expressed  as  a  percentage  of  FPL)  eligible  for  SCHIP  within  a  specified  age  group  For 
example,  if  a  state  covers  children  aged  6  and  older  with  family  incomes  from  100  percent  to 
200  percent  of  FPL,  the  eligibility  corridor  for  this  age  group  is  100  percentage  points  (200  minus 
100).  In  2006,  the  median  SCHIP  eligibility  corridor  for  children  aged  6  and  older  was  100  percentage 
points. 

"In  fiscal  year  2007,  two  nonshortfall  states  implemented  SCHIP-funded  coverage  for 
adults— Arkansas  on  October  1 ,  2006,  and  Nevada  on  December  1 ,  2006. 

On  average,  the  shortfall  states  that  covered  adults  began  covering  them 
earlier  than  nonshortfall  states  and  enrolled  a  higher  proportion  of  adults. 
At  the  end  of  fiscal  year  2006,  12  states  covered  adults  under  section  1 1 15 
waivers  using  SCHIP  funds.'*1  Five  of  these  12  states  began  cov  ering  adults 
before  fiscal  year  2003,  and  all  5  states  faced  shortfalls  in  at  least  1  of  the 
final  3  years  of  the  program.  In  contrast,  none  of  the  4  states  that  began 
covering  adults  with  SCHIP  funds  in  the  period  from  fiscal  year  2004 


30As  of  February  2007,  we  had  identified  14  stales  with  approved  section  1115  waivers  to 
cover  adults  with  their  SCHIP  allotments  (see  table  3).  In  fiscal  year  2007,  two  of  these 
14  states  began  covering  adults  under  SCHIP — Arkansas  on  October  1,  2006,  and  Nevada 
on  December  1,  2006. 
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through  2006  faced  shortfalls.51  On  average,  the  shortfall  states  covered 
adults  more  than  twice  as  long  as  nonshortfall  states  (5.1  years  compared 
with  2.3  years  by  the  end  of  fiscal  year  2006). 

Shortfall  states  also  enrolled  a  higher  proportion  of  adults.  Nine  states, 
including  six  shortfall  states,  covered  adults  using  SCHIP  funds 
throughout  fiscal  year  2005.52  In  these  nine  states,  adults  accounted  for  an 
average  of  45  percent  of  total  enrollment.  However,  in  the  shortfall  states, 
the  average  proportion  was  more  than  twice  as  high  as  in  nonshortfall 
states.  Adults  accounted  for  an  average  of  55  percent  of  enrollees  in  the 
shortfall  states,  compared  with  24  percent  in  the  nonshortfall  states.  (See 
table  5.) 


"Three  states  began  covering  adults  under  section  1 1 15  waivers  in  fiscal  year  2003;  one 
faced  shortfalls  and  two  did  not 

sJOn  July  1, 2005,  three  additional  states  began  using  SCHIP  funds  to  cover  adults  under 
section  1115  waivers. 
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Table  5:  SCHIP  Total  Enrollment  in  States  Using  SCHIP  Funds  to  Cover  Adults 
under  Section  1115  Waivers  throughout  Fiscal  Year  2005 


Total  enrollment 


State* 

Total 

Children 

Adults 

Adults  as  a 
percentage  of 
total* 

Shortfall  states' 

Arizona 

201,626 

88,005 

113,621 

56 

Illinois 

457,426 

281,432 

175,994 

38 

Minnesota 

40,087 

5,076 

35,011 

87 

New  Jersey 

196,418 

129,591 

66,827 

34 

Rhode  Island 

51,313 

27,144 

24,169 

47 

Wisconsin 

165,973 

57,165 

108,808 

66 

Nonshortfall  states" 

Colorado 

61,105 

59,530 

1,575 

3 

Michigan 

190,540 

89,257 

101,283 

53 

Oregon 

64,088 

52,722 

11,366 

18 

Summary 

Shortfall  states  (6) 

1,112,843 

588,413 

524,430 

55 

Nonshortfall  states  (3) 

315,733 

201 ,509 

114,224 

24 

All  states  (9) 

1,428,576 

789,922 

638,654 

45 

Source  GAO  analysis  ol  CMS  data 

'As  of  February  2007,  we  had  identified  14  states  with  approved  section  1115  waivers  to  cover  adults 
with  their  SCHIP  allotments.  Five  of  these  14  states  were  omitted  from  the  table.  Idaho,  New  Mexico, 
and  Virginia  implemented  section  1 1 15  waivers  for  adults  on  July  1 ,  2005,  and  are  omitted  from  the 
table  because  only  partial-year  data  are  available  for  them  for  fiscal  year  2005.  The  remaining  two 
states  had  not  implemented  their  waivers  as  of  2005:  Arkansas  and  Nevada  implemented  section 
1 1 15  coverage  for  adults  in  fiscal  year  2007. 

"Summary  data  shown  in  this  column  are  averages  of  the  state  percentages. 

'Shortfall  states  are  states  that  were  identified  by  CMS  or  the  Congressional  Research  Service  (CRS) 
as  being  unable  to  cover  their  projected  SCHIP  expenditures  with  available  funds  in  fiscal  years  2005, 
2006,  and/or  2007. 

"Nonshortfall  states  are  states  that  were  not  projected  to  experience  such  shortfalls  in  any  of  the 
3  years. 
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While  analyses  of  states  as  a  group  reveal  some  broad  characteristics  of 
states'  programs,  examining  the  experiences  of  individual  states  offers 
insights  into  other  factors  that  have  influenced  states'  program  balances. 
States  themselves  have  offered  a  variety  of  reasons  for  shortfalls  and 
surpluses.  These  examples,  while  not  exhaustive,  highlight  additional 
factors  that  have  shaped  states'  financial  circumstances  under  SCHIP. 

•  Inaccuracies  in  the  CPS-based  estimates  on  which  states' 
allotments  were  based.  North  Carolina,  a  shortfall  state,  offers  a  case  in 
point.  In  2004,  the  state  had  more  low-income  children  enrolled  in  the 
program  than  CPS  estimates  indicated  were  eligible.  To  curb  spending, 
North  Carolina  shifted  children  through  age  5  from  the  state's  separate 
child  health  program  to  a  Medicaid  expansion,  reduced  provider 
payments,  and  limited  enrollment  growth. 

•  Annual  funding  levels  that  did  not  reflect  enrollment  growth.  Iowa, 
another  shortfall  state,  noted  that  annual  allocations  provided  too  many 
funds  in  the  early  years  of  the  program  and  too  few  in  the  later  years.  Iowa 
did  not  use  all  its  allocations  in  the  first  4  years  and  thus  the  state's  funds 
were  redistributed  to  other  states.  Subsequently,  however,  the  state  has 
faced  shortfalls  as  its  program  matured. 

•  Impact  of  policies  designed  to  curb  or  expand  program  growth. 

Some  states  have  attempted  to  manage  program  growth  through  ongoing 
adjustments  to  program  parameters  and  outreach  efforts.  For  example, 
when  Florida's  enrollment  exceeded  a  predetennined  target  in  2003,  the 
state  implemented  a  waiting  list  and  eliminated  outreach  funding.  When 
enrollment  began  to  decline,  the  state  reinstituted  open  enrollment  and 
outreach.  Similarly,  Texas — commensurate  with  its  budget  constraints  and 
projected  surpluses — has  tightened  and  loosened  eligibility  requirements 
and  limited  and  expanded  benefits  over  time  in  order  to  manage 
enrollment  and  spending. 


Considerations  for 
SCHIP 

Reauthorization 


Children  without  health  insurance  are  at  increased  risk  of  foregoing 
routine  medical  and  dental  care,  immunizations,  treatment  for  injuries, 
and  treatment  for  chronic  illnesses.  Yet,  the  states  and  the  federal 
government  face  challenges  in  their  efforts  to  continue  to  finance  health 
care  coverage  for  children.  As  health  care  consumes  a  growing  share  of 
state  general  fund  or  operating  budgets,  slowdowns  in  economic  growth 
can  affect  states'  abilities — and  efforts — to  address  the  demand  for  public 
financing  of  health  services.  Moreover,  without  substantive  programmatic 
or  revenue  changes,  the  federal  government  faces  near-  and  long-term 
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fiscal  challenges  as  the  U.S.  population  ages  because  spending  for 
retirement  and  health  care  programs  will  grow  dramatically. 55  Given  these 
circumstances,  we  would  like  to  suggest  several  issues  for  consideration 
as  Congress  addresses  the  reauthorization  of  SCHIP.  These  include  the 
following: 

•    Maintaining  flexibility  without  compromising  the  goals  of  SCHIP. 

The  federal-state  SCHIP  partnership  has  provided  an  important 
opportunity  for  innovation  on  the  part  of  states  for  the  overall  benefit  of 
children's  health.  Providing  three  design  choices  for  states — Medicaid 
expansions,  separate  child  health  programs,  or  a  combination  of  both 
approaches — affords  them  the  opportunity  to  focus  on  their  own  unique 
and  specific  priorities.  For  example,  expansions  of  Medicaid  offer 
Medicaid's  comprehensive  benefits  and  administrative  structures  and 
ensure  children's  coverage  if  states  exhaust  their  SCHIP  allotments. 
However,  this  entitlement  status  also  increases  financial  risk  to  states.  In 
contrast,  SCHIP  separate  child  health  programs  offer  a  "block  grant" 
approach  to  covering  children.  As  long  as  the  states  meet  statutory 
requirements,  they  have  the  flexibility  to  structure  coverage  on  an 
employer-based  health  plan  model  and  can  better  control  program 
spending  than  they  can  with  a  Medicaid  expansion. 

However,  flexibility  within  the  SCHIP  program,  such  as  that  available 
through  section  1115  waivers,  may  also  result  in  consequences  that  can 
run  counter  to  SCHIP's  goal — covering  children.  For  example,  we 
identified  15  states  that  have  authority  to  cover  adults  with  their  federal 
SCHIP  funds,  with  several  states  covering  more  adults  than  children. 
States'  rationale  is  that  covering  low-income  parents  in  public  programs 
such  as  SCHIP  and  Medicaid  increases  the  enrollment  of  eligible  children 
as  well,  with  the  result  that  fewer  children  go  uninsured.54  Federal  SCHIP 
law  provides  that  families  may  be  covered  only  if  such  coverage  is  cost- 
effective;  that  is,  covering  families  costs  no  more  than  covering  the  SCHIP- 
eligible  children.  We  earlier  reported  that  HHS  had  approved  state 
proposals  for  section  1115  waivers  to  use  SCHIP  funds  to  cover  parents  of 
SCHIP-  and  Medieaid-eligible  children  without  regard  to  cost- 


wGAO,  21st  Century  Challenges:  Reexamining  the  Base  of  the  Federal  Government, 
GAO-05-325SP  (Washington,  D.C.:  February  2005);  and  GAO,  Long-Tenn  Care:  Aging  Baby 
Boom  Generation  Will  Incr  ease  Demand  and  Burden  on  Federal  and  State  Budgets, 
GAO-02-544T  (Washington,  D.C.:  Mar.  21,  2002). 

MSee  Leighton  Ku  and  Matthew  Broaddus,  Coverage  of  Parents  Helps  Children,  Too 
(Washington,  D.C.:  Center  on  Budget  and  Policy  Priorities,  Oct.  20,  2006). 
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effectiveness.56  We  also  reported  that  HHS  approved  state  proposals  for 
section  1115  waivers  to  use  SCHIP  funds  to  cover  childless  adults,  which 
in  our  view  was  inconsistent  with  federal  SCHIP  law  and  allowed  SCHIP 
funds  to  be  diverted  from  the  needs  of  low-income  children.60  We 
suggested  that  Congress  consider  amending  the  SCHIP  statute  to  specify 
that  SCHIP  funds  were  not  available  to  provide  health  insurance  coverage 
for  childless  adults.  Under  the  DRA,  Congress  prohibited  the  Secretary  of 
Health  and  Human  Services  from  approving  any  new  section  1115  waivers 
to  cover  nonpregnant  childless  adults  after  October  1,  2005,  but  allowed 
waivers  approved  prior  to  that  date  to  continue." 

It  is  important  to  consider  the  implications  of  states'  use  of  allowable 
flexibility  for  other  aspects  of  their  programs.  For  example,  what 
assurances  exist  that  SCHIP  funds  are  being  spent  in  the  most  cost- 
effective  manner,  as  required  under  federal  law?  In  view  of  current  federal 
fiscal  constraints,  to  what  extent  should  SCHIP  funds  be  available  for 
adult  coverage?  How  has  states'  use  of  available  flexibility  to  establish 
expanded  financial  eligibility  categories  and  covered  populations  affected 
their  ability  to  operate  their  SCHIP  programs  within  the  original 
allotments  provided  to  them? 

•    Considering  the  federal  financing  strategy,  including  the  financial 
sustainability  of  public  commitments.  As  SCHIP  programs  have 
matured,  states'  spending  experience  can  help  inform  future  federal 
financing  decisions.  CRS  testified  in  July  2006  that  40  states  were  now 
spending  more  annually  than  they  received  in  their  annual  original  SCHIP 
allotments.58  While  many  of  them  did  not  face  shortfalls  in  2006  because  of 
available  prior-year  balances,  redistributed  funds,  and  the  supplemental 
DRA  appropriation,  14  states  are  currently  projected  to  face  shortfalls  in 
2007.  With  the  pool  of  funds  available  for  redistribution  virtually 
exhausted,  the  continued  potential  for  funding  shortfalls  for  many  states 


^GAO,  Medicaid  and  SCHIP:  Recent  HHS  Approvals  of  Demonstration  Waiver  Projects 
Raise  Concerns,  GAO-02-817  (Washington,  D.C.:  July  12, 2002). 

^See  GAO-02-81 7  and  GAO,  SCHIP:  HHS  Continues  to  Approve  Waivers  That  Are 
Inconsistent  with  Program.  Goals,  GAO-04-166R  (Washington,  D.C.:  Jan.  5,  2004). 

67DRA,  Pub.  L  No.  109-171,  §  6102, 120  Stat.  131-132  (Feb.  8, 2006)  (codified,  as  amended,  at 
42U.S.C.§1397gg). 

~*  Federal  SCHIP  Financing,  Hearing  Before  the  Subcomm.  on  Health  Care  of  the  Senate 
Finance  Comm.,  109th  Cong.,  2nd  Sess.  (Jul.  25, 2006)  (statement  of  the  Congressional 
Research  Service). 
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raises  some  fundamental  questions  about  SCHIP  financing.  If  SCHIP  is 
indeed  a  capped  grant  program,  to  what  extent  does  the  federal 
government  have  a  responsibility  to  address  shortfalls  in  individual  states, 
especially  those  that  have  chosen  to  expand  their  programs  beyond 
certain  parameters?  In  contrast,  if  the  policy  goal  is  to  ensure  that  states 
do  not  exhaust  their  federal  SCHIP  allotments,  by  providing  for  the 
continuing  redistribution  of  funds  or  additional  federal  appropriations, 
does  the  program  begin  to  take  on  the  characteristics  of  an  entitlement 
similar  to  Medicaid?  What  overall  implications  does  this  have  for  the 
federal  budget? 

•    Assessing  issues  associated  with  equity.  The  10  years  of  SCHIP 
experience  that  states  now  have  could  help  inform  any  policy  decisions 
with  respect  to  equity  as  part  of  the  SCHIP  reauthorization  process. 
Although  SCHIP  generally  targets  children  in  families  with  incomes  at  or 
below  200  percent  of  FPL,  9  states  are  relatively  more  restrictive  with  their 
eligibility  levels,  while  14  states  are  more  expansive,  ranging  as  high  as 
350  percent  of  FPL.  Given  the  policy  goal  of  reducing  the  rate  of  uninsured 
among  the  nation's  children,  to  what  extent  should  SCHIP  funds  be 
targeted  to  those  states  that  have  not  yet  achieved  certain  minimum 
coverage  levels?  Given  current  and  future  federal  fiscal  constraints,  to 
what  extent  should  the  federal  government  provide  federal  financial 
participation  above  certain  thresholds?  What  broader  implications  might 
this  have  for  flexibility,  choice,  and  equity  across  state  programs? 

Another  consideration  is  whether  the  formulas  used  in  SCHIP — both  the 
formula  to  determine  the  federal  matching  rate  and  the  formula  to  allocate 
funds  to  states — could  be  refined  to  better  target  funding  to  certain  states 
for  the  benefit,  of  covering  uninsured  children.  Because  the  SCHIP  formula 
is  based  on  the  Medicaid  formula  for  federal  matching  funds,  it  has  some 
inherent  shortcomings  that  are  likely  beyond  the  scope  of  consideration 
for  SCHIP  reauthorization.53 


"*rhe  Medicaid  formula  uses  a  state's  per  capita  income  (PCI)  in  relation  to  national  PCI  to 
determine  the  federal  share  of  matching  funds  for  a  state's  allowable  Medicaid  spending. 
We  earlier  reported,  however,  that  the  use  of  PCI  as  a  measure  of  states'  funding  ability  is 
problematic  because  it  does  not  accurately  represent  states'  funding  ability  or  account  for 
the  size  and  cost  of  serving  states'  poverty  populations.  See  GAO,  Medicaid  Formula: 
Differences  in  Funding  Ability  among  States  Often  Are  Widened,  GAO-03-620 
(Washington,  D.C.:  July  10,  2003).  We  also  recently  reported  on  potential  strategies  to  help 
make  the  Medicaid  formula  more  responsive  to  economic  downturns,  which  could  have 
implications  for  the  SCHIP  formula.  See  GAO-07-97. 
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For  the  allocation  formula  that  determines  the  amount  of  funds  a  state  will 
receive  each  year,  several  analysts,  including  CRS,  have  noted  alternatives 
that  could  be  considered.  These  include  altering  the  methods  for 
estimating  the  number  of  children  at  the  state  level,  adjusting  the  extent  to 
which  the  SCHIP  formula  for  allocating  funds  to  states  includes  the 
number  of  uninsured  versus  low-income  children,  and  incorporating 
states'  actual  spending  experiences  to  date  into  the  formula.  Considering 
the  effects  of  any  one  or  combination  of  these — or  other — policy  options 
would  likely  entail  iterative  analysis  and  thoughtful  consideration  of 
relevant  trade-offs. 


Mr.  Chairman,  this  concludes  my  prepared  remarks.  I  would  be  pleased  to 
respond  to  any  questions  that  you  or  other  members  of  the  Subcommittee 
may  have. 


C  AO  Pnntaft^  anH  ^or  ruture  contacts  regarding  this  testimony,  please  contact 

v^unt^La  cuiu  Rathryn  G.Allen  at  (202)  512-71 18  or  at aUenk@gao.gov.  Contact  points  for 
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Appendix  I:  SCHIP  Upper  Income  Eligibility 
by  State,  Fiscal  Year  2005 


Upper  income  eligibility, 

State 

expressed  as  a  percentage  of  FPL 

Alabama  200 

Alaska 

168 

Arizona 

200 

Arkansas 

California 

250 

Colorado 

200 

Connecticut 

300 

Delaware 

200 

District  of  Columbia 

200 

Florida 

200 

Georgia 

235 

Hawaii 

300 

185 

Illinois 

200 

Indiana 

200 

Iowa 

200 

Kansas 

200 

Kentucky 

200 

Louisiana 

200 

Maine 

200 

Maryland 

300 

Massachusetts 

200 

Michigan 

200 

Minnesota 

280 

Mississippi 

200 

Missouri 

300 

Montana 

150 

Nebraska 

185 

Nevada 

200 

New  Hampshire 

300 

New  Jersey 

350 

New  Mexico 

235 

New  York 

250 

North  Carolina 

200 
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Appendix  I:  SCHIP  Upper  Income  Eligibility 
by  State,  Fiscal  Year  2005 


Upper  income  eligibility, 

State 

expressed  as  a  percentage  of  FPL 

North  Dakota 

140 

Ohio 

200 

Oklahoma 

185 

Oregon 

185 

Pennsylvania 

200 

Rhode  Island 

250 

South  Carolina 

150 

South  Dakota 

200 

Tennessee 

Texas 

200 

Utah 

200 

Vermont 

300 

Virginia 

200 

Washington 

250 

West  Virginia 

200 

Wisconsin 

185 

Wyoming 

200 

Source  GAO  analysis  o<  stales'  annual  SCHIP  reports  for  2005  and  the  National  Academy  for  Slate  Health  Potcy 

Note:  In  some  cases,  we  obtained  data  from  Neva  Kaye,  Cynthia  Pemice,  and  Ann  Cutlen,  Charting 
SCHIP  III:  An  Analysis  of  the  Third  Comprehensive  Survey  of  State  Children's  Health  Insurance 
Programs  (Portland,  Me.:  National  Academy  for  State  Hearth  Policy,  September  2006). 

"While  Tennessee  has  not  had  a  SCHIP  program  since  October  2002.  in  January  2007,  CMS 
approved  Tennessee's  SCHIP  plan,  which  cavers  pregnant  women  and  children  in  families  with 
incomes  up  to  250  percent  of  FPL.  According  to  state  information,  the  program  will  be  implemented  in 
early  2007. 


Page  42 


GAO-07-558T 


175 

Statement  of  Phyllis  Sloyer,  RN,  PhD,  FAAP,  Division  Director  of  Children's  Medical 
Services  in  the  Florida  Department  of  Health 


Testimony  before  the  Subcommittee  on  Health 
of  the  House  Committee  on  Energy  &  Commerce 

March  1,  2007 

Chairman  Pallone,  Ranking  Member  Deal,  members  of  the  Health  subcommittee:  on 
behalf  of  Governor  Charlie  Crist  and  the  State  of  Florida,  thank  you  for  the  opportunity  to  appear 
before  you  today  to  address  reauthorization  of  the  State  Children's  Health  Insurance  Program 
(SCHIP). 

I  represent  the  Florida  SCHIP  program,  known  as  Florida  KidCare.  Florida  KidCare 
provides  health  care  services  to  uninsured  children  under  age  19  in  our  state  who  otherwise 
might  not  have  access  to  medical  care.  Florida  Kid  Care  incorporates  services  from  Medicaid  for 
children,  Florida  Healthy  Kids,  MediKids,  and  the  Children's  Medical  Services  Network  in  order 
to  provide  quality  comprehensive  medical  services  to  more  than  1.4  million  Florida  children. 

At  the  state  level,  Governor  Crist  and  the  Florida  Legislature  are  looking  at  ways  to 
simplify  the  Florida  KidCare  program  and  ensure  seamless  coverage.  We  believe  there  are 
several  steps  that  we  can  take  to  improve  the  efficiency  of  our  program  and  we  are  looking  to 
make  those  changes.  We  are  willing  to  do  our  part  at  the  state  level  and  are  hopeful  that  we  will 
have  the  necessary  assistance  at  the  federal  level  to  ensure  that  we  are  able  to  both  improve 
and  sustain  our  KidCare  program.  Today,  I  would  like  to  outline  the  federal  challenges  to  the 
SCHIP  program  and  hopefully,  discuss  ways  that  we  can  work  together. 

Some  of  these  challenges  were  highlighted  in  the  2007  Florida  KidCare  Coordinating 
Council  Annual  Report,  which  was  submitted  last  month  to  our  Florida  State  leadership.  The 
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KidCare  Coordinating  Council  was  developed  by  the  State  Legislature  in  1998  to  deliberate  and 
make  recommendations  to  the  Governor  and  Legislature  about  ways  to  improve  the  KidCare 
program.  The  Council  represents  a  diverse  group  of  child  advocates,  health  care  providers, 
local  government  representatives  and  state  agencies.  I  humbly  ask  that  the  annual  report, 
along  with  this  testimony,  be  submitted  for  the  Congressional  record  this  morning. 

As  I  mentioned,  the  State  of  Florida  has  more  than  1 .4  million  children  enrolled  in 
KidCare.  However,  current  estimations  show  that  Florida  still  has  220,000  uninsured  children 
who  may  qualify  for  SCHIP  but  are  not  currently  enrolled  in  the  program  for  a  variety  of  reasons. 
We  must  get  these  eligible  children  enrolled  in  KidCare  in  order  for  Florida  to  meet  our  program 
goal. 

As  Congress  begins  the  reauthorization  process  of  SCHIP,  I  would  like  to  present  to  the 
Committee  today  what  the  State  of  Florida  has  done  to  focus  this  program  on  the  most 
vulnerable  in  our  communities.  We  also  urge  that  any  program  changes  continue  to  allow  us  to 
reach  the  over  220,000  eligible  children  that  are  still  uninsured — a  number  that  we  recognize  is 
growing  everyday  in  our  state. 

Florida  currently  has  a  discrepancy  in  its  eligible  versus  enrolled  ratio  under  the  KidCare 
program.  This  discrepancy  is  a  result  of  several  federal  statutorial  barriers.  First,  outreach 
efforts  are  absolutely  critical  to  reaching  diverse  populations  of  children.  Florida  is  unique 
because  it  is  a  microcosm  of  population  trends  happening  nationwide.  We  have  many 
communities  who  may  face  cultural,  social  and  language  barriers  who  we  cannot  reach  through 
traditional  outreach  efforts.  Because  of  that,  we  know  it  is  not  enough  to  market  our  programs 
through  television  and  radio  advertising.  Targeting  these  families  and  children  requires  the 
application  of  research-based  public  health  strategies  that  have  been  well-proven  over  time. 
For  example,  we  target  physician  offices  and  community  health  centers  throughout  the  State  of 
Florida  and  offer  "tool  kits"  to  help  families  apply  for  coverage.  We  have  developed  strong 
partnerships  with  community  leaders  to  help  us  reach  underserved  children  and  to  use  peer 
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trainers  and  resource  grandparents  to  reach  the  families  and  children.  However,  the  resources 
available  for  critical  outreach  efforts  are  often  times  limited  by  federal  caps  on  administrative 
expenditures.  For  example,  the  state  must  cover  certain  administrative  costs  related  to 
application  and  premium  processing  as  well  as  our  contracting  and  call  center  functions.  These 
important  components  are  a  significant  portion  of  the  ten  percent  cap,  which  significantly  limits 
resources  available  for  critical  outreach.  As  a  result  of  federal  limitations,  we  have  had  to 
support  outreach  through  limited  state-only  funds.  Congress  should  allocate  outreach  funds 
outside  of  the  imposed  ten  percent  administrative  expenditure  cap.  We  believe  that  moving  the 
outreach  dollars  outside  of  the  administrative  cap  would  give  us  the  flexibility  we  need  to  use 
our  resources  to  reach  and  enroll  eligible  children. 

In  addition,  one  of  the  hallmarks  of  the  SCHIP  program  is  the  ability  to  simplify 
procedures  so  that  eligible  children  can  obtain  health  insurance  without  unnecessary 
roadblocks.  The  documentation  requirements  imposed  on  the  Medicaid  program  under  the 
Deficit  Reduction  Act  of  2005,  which  require  a  State  to  prove  a  beneficiary  is  a  United  States 
citizen,  impedes  many  families  from  obtaining  Medicaid  coverage.  Since  a  family  must  apply  for 
Medicaid  first,  these  requirements  have  had  spillover  effects  on  the  SCHIP  Program  in  Florida. 
I  am  not  here  today  to  discuss  the  overall  purpose  or  merit  of  the  Deficit  Reduction  Act,  but 
rather  to  shed  light  on  some  of  the  unintended  consequences  that  have  created  additional 
challenges  for  states  like  Florida  to  deliver  health  care  services.  We  ask  that  Congress  and  the 
Federal  Government  consider  changes  to  procedural  requirements  and  promote  uniformity, 
which  would  increase  the  number  of  eligible  children  enrolled  in  the  SCHIP  program  and  assist 
state  program  officers  in  implementing  a  more  seamless  benefit. 

Continuous  coverage  is  also  important  in  order  to  maintain  our  children's  health.  For 
states  without  expansion  programs,  this  coverage  can  be  interrupted  due  to  different  cost 
requirements  between  the  separate  SCHIP  and  Medicaid  programs.  When  a  child  transitions 
from  having  no  premium  under  Medicaid  to  a  premium-based  SCHIP  benefit,  there  is  a 
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temporary  gap  in  healthcare  coverage  until  that  premium  is  paid  by  the  client.  As  a  result,  the 
children  that  temporarily  lose  coverage  often  do  not  reenroll  in  SCHIP.  Our  experience  in  Florida 
is  that  only  about  50  percent  of  children  come  back  into  the  program.  We  encourage  Congress 
to  provide  direction  to  states  without  expansion  waivers  and  with  separate  SCHIP  benefits  to 
implement  policies  that  ensure  children  who  lose  Medicaid  coverage  are  able  to  move  without 
breaks  in  coverage  to  the  Title  XXI-funded  program. 

In  addition,  today,  Florida  public  employees  can  qualify  for  Medicaid  benefits  if  deemed 
eligible  by  the  Department  of  Children  and  Families  (DCF).  However,  under  current  federal 
statute,  those  same  families  could  not  qualify  for  SCHIP  if  their  income  level  was  above  the 
Medicaid  eligibility  level,  but  fell  under  the  200  percent  federal  poverty  level.  Many  of  these 
families  cannot  afford  the  coverage  through  their  employer,  as  the  average  premium  costs  far 
exceed  five  percent  of  their  annual  incomes.  For  example,  a  state  employee  with  three 
dependents  at  200  percent  federal  poverty  level  (approximately  $40,000  annual  salary)  would 
have  to  pay  at  least  six  percent  of  their  salary,  or  approximately  $2,350  per  year,  to  purchase 
health  insurance,  and  that  does  not  include  the  co-pays  or  deductibles  required  under  most 
policies.  In  an  effort  to  remove  this  barrier  for  many  eligible  American  families,  we  ask  that  you 
consider  removing  the  prohibition  for  public  employees. 

Finally,  we  urge  you  to  align  coverage  for  pregnant  women  to  ensure  it  is  consistent  with 
the  coverage  of  infants  provided  under  the  SCHIP  program.  For  example,  if  an  infant  is  eligible 
for  SCHIP  at  200  percent  of  the  federal  poverty  level,  the  pregnant  woman  should  be  eligible  at 
the  same  income  level  to  ensure  quality  prenatal  care  and  better  birth  outcomes.  Again,  this 
change  in  federal  statute  would  align  with  the  principles  of  the  original  law,  which  called  for  a 
commitment  to  preventive  health  care  and  improved  quality  standards. 

We  realize  that  many  states  have  expanded  their  SCHIP  programs  outside  of  the 
original  intent  of  the  1997  legislation  to  include  adult  populations.  As  a  result,  we  understand 
that  several  states  are  concerned  about  forecast  deficits  for  their  programs  in  the  near  future. 
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While  we  recognize  that  expansions  were  done  with  the  support  of  the  Federal  government,  we 
are  concerned  that  a  state  like  Florida  who  has  remained  true  to  the  intent  of  the  program  will  be 
penalized  in  reauthorization.  While  Florida  today  may  have  an  unused  allocation  of  SCHIP 
funding,  we  are  working  to  reach  a  continually  growing  number  of  eligible  children  in  our  state 
and  are  committed  to  using  our  funding  in  the  allowed  time  period.  The  redistribution  of  SCHIP 
dollars  without  careful  consideration  of  the  original  purpose  of  the  SCHIP  legislation  will  simply 
shift  funding  challenges  from  one  state  to  another. 

While  these  recommendations  stem  from  experiences  in  Florida,  we  believe  many  states 
would  agree  that  increased  flexibility  is  critical  to  SCHIP  reauthorization.  We  encourage 
Congress  to  focus  their  efforts  on  reducing  the  number  of  uninsured  children  by  looking  at  the 
original  intent  of  the  program  and  offering  ways  to  simplify  program  administration,  remove 
documentation  barriers,  and  provide  states  more  flexibility  for  outreach  efforts.  These  changes 
will  help  create  more  fiscally-responsible  SCHIP  programs  that  offer  the  neediest  children 
quality  health  care,  which  in  turn,  will  reduce  some  of  the  overall  financial  burdens  placed  on  our 
healthcare  system. 
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Statement  of  Lolita  M.  McDavid 

Mr.  Chairman  and  members  of  the  committee,  thank  you  for  the  opportunity  to 
testify  on  behalf  of  the  National  Association  of  Children's  Hospitals  (N.A.C.H.)  in 
support  of  Federal  efforts  to  ensure  all  children  have  health  coverage,  beginning 
with  reauthorizing  and  strengthening  the  State  Children's  Health  Insurance  Pro- 
gram (SCHIP). 

I  am  Lolita  M.  McDavid,  M.D.,  M.P.H.  As  a  pediatrician,  I  have  devoted  my  medi- 
cal career  to  children.  Currently,  I  serve  as  medical  director  of  child  advocacy  and 
protection  for  Rainbow  Babies  and  Children's  Hospital,  the  pediatric  hospital  of  Uni- 
versity Hospitals  of  Case  Western  Reserve  University  School  of  Medicine  in 

Cleveland.  Earlier  in  my  career,  I  was  head  of  general  pediatrics  at  MetroHealth 
Medical  Center  in  Cleveland,  the  largest  public  hospital  in  Ohio.  I  am  also  an  asso- 
ciate professor  of  pediatrics  at  Case  Western  Reserve  University. 

N.A.C.H.  is  the  only  national,  not-for-profit  trade  association  of  children's  hos- 
pitals, including  more  than  135  independent  acute  care  and  specialty  children's  hos- 
pitals and  children's  hospitals  that  operate  within  larger  hospitals  or  health  sys- 
tems. A  longstanding  member  of  N.A.C.H.,  Rainbow  Babies  and  Children's  Hospital 
was  founded  in  1886.  It  is  a  244-bed  pediatric  academic  medical  center  that  serves 
children  from  every  county  in  Ohio,  as  well  as  children  from  many  other  states 
throughout  the  country.  We  devote  more  than  52  percent  of  our  patient  care  to  chil- 
dren assisted  by  Medicaid  or  the  Ohio  version  of  the  State  Children's  Health  Insur- 
ance Program. 

Children's  hospitals  are  the  backbone  of  health  care  for  children  in  America.  Less 
than  five  percent  of  all  hospitals  in  the  nation,  children's  hospitals  deliver  more 
than  40  percent  of  all  hospital  care  for  children  as  well  as  the  large  majority  of  hos- 
pital care  for  children  with  complex  and  serious  medical  conditions  such  as  cancer 
or  heart  defects. 

In  addition,  children's  hospitals  are  the  health  care  safety  net  for  their  commu- 
nities, devoting,  on  average,  more  than  50  percent  of  their  patient  care  to  uninsured 
children  or  children  covered  by  public  programs,  despite  the  fact  that  public  pro- 
grams often  pay  well  below  the  cost  of  care.  Finally,  children's  hospitals  train  most 
of  the  Nation's  pediatric  workforce  and  house  the  nation's  premier  pediatric  re- 
search centers.  Directly  or  indirectly,  through  clinical  care,  training  and  research, 
children's  hospitals  touch  the  lives  of  every  child  in  this  country. 

Children's  Stories  I  have  been  asked  to  draw  from  my  professional  experience  to 
describe  the  importance  of  health  coverage  for  children.  I  have  two  stories. 

The  first  is  a  story  about  the  powerful  difference  that  health  coverage  can  make 
in  the  life  of  a  child  and  the  child's  family.  Eugene  and  Rhonesha  are  a  brother  and 
sister  who  are  both  patients  in  my  practice.  They  live  with  their  mom  and  dad,  and 
their  family  income  qualifies  them  for  SCHIP. 

Gene  is  10  years  old — the  same  age  as  SCHIP.  He  is  a  great  student  and  a  great 
kid.  And  with  the  exception  of  needing  glasses,  he  has  had  only  routine  health  care 
needs.  But  Rhonesha,  who  is  6  years  old,  has  a  diagnosis  commonly  seen  in  our  pa- 
tient population — asthma. 

I  became  Rhonesha's  doctor  when  she  was  2  months  old.  She  had  required  well 
child  care  visits  like  all  children  but  by  the  time  she  was  17  months  of  age,  she 
was  showing  signs  of  reactive  airway  disease,  often  a  precursor  of  asthma.  We  sup- 
plied her  with  an  aerosol  machine  and  instructed  her  mother  in  how  to  use  it.  By 
the  time  Rhonesha  was  22  months  of  age,  it  was  clear  that  she  was  asthmatic.  She 
is  categorized  as  having  mild  persistent  asthma. 

In  many  cases  like  this,  I  could  tell  you  about  emergency  room  visits,  hospitaliza- 
tions and  missed  days  of  work,  but  that  has  not  happened  with  Rhonesha.  Her  asth- 
ma has  been  controlled  by  medications.  When  she  has  an  occasional  flare-up,  be- 
cause she  has  a  cold  or  there  is  a  climate  change,  her  mother  manages  her  illness. 
Dr.  John  Carl,  a  pediatric  pulmonologist  at  Rainbow  Babies  and  Children's  Hospital, 
sees  her  every  six  months  for  evaluation  and  any  needed  medication  adjustments. 

We  are  now  at  the  point  that  I  only  see  Rhonesha  for  her  annual  routine  visits. 
When  I  last  saw  her,  she  was  as  healthy  as  her  brother  Gene.  She  is  an  outstanding 
first  grade  student  whose  favorite  subject  is  math.  And,  like  Gene,  she  was  wearing 
glasses.  Because  Gene  and  Rhonesha  have  coverage  through  SCHIP,  her  mother  has 
a  relationship  with  Dr.  Carl  and  me.  Rhonesha  can  access  regular  care  and  not  use 
costly  emergency  care  services.  And  because  she  has  the  medications  she  needs,  her 
asthma  is  controlled  and  she  doesn't  need  to  be  hospitalized.  She  doesn't  miss  school 
and  her  mother  doesn't  miss  work.  That's  the  wonderful  promise  of  health  cov- 
erage— it  not  only  directly  promotes  health,  it  also  indirectly  promotes  learning  and 
employment. 
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My  second  story  is  about  a  child  who  was  eligible  for  public  health  coverage  but 
who  was  not  enrolled  until  after  he  was  admitted  to  our  hospital.  Baby  Nick  (name 
changed)  was  brought  to  our  emergency  department  by  his  parents  on  New  Year's 
Day.  He  was  5  weeks  old  with  respiratory  symptoms,  vomiting  and  diarrhea. 

Although  Nick's  mother  had  insurance  coverage  for  herself  from  her  employment 
at  a  supply  company,  Nick  was  uninsured.  He  was  admitted  to  Rainbow  Babies  and 
Children's  Hospital  with  a  diagnosis  of  respiratory  syncytial  virus  (RSV)  pneumonia. 
While  hospitalized,  it  was  determined  that  his  family  income  qualified  him  to  be  en- 
rolled in  SCHIP.  Happily,  Nick  went  home  after  three  days.  He  was  well  and  now 
had  health  insurance  through  SCHIP  that  will  cover  his  immunizations  and  doctor's 
visits,  which  hopefully  will  keep  him  out  of  the  emergency  room. 

Ohio's  Story  In  the  last  decade,  expanded  public  coverage  has  made  a  world  of 
difference  not  only  to  individual  children  such  as  Rhonesha,  Gene,  and  Nick  but  also 
to  children  across  the  country,  including  in  my  home  state  of  Ohio. 

According  to  Georgetown  University's  Center  for  Children  and  Families,  over  the 
last  decade,  the  number  of  uninsured  Americans  has  steadily  risen,  now  totaling 
more  than  46  million.  At  the  same  time,  however,  the  number  of  uninsured  children 
declined  by  about  one-third,  even  as  private  and  employer-based  coverage  for  chil- 
dren continued  to  erode. 

Together,  Medicaid  and  SCHIP  cover  more  than  one-third  of  all  children  in  the 
country,  and  they  have  made  the  difference,  according  to  U.S.  Census  Bureau  analy- 
sis. In  fact,  the  number  of  uninsured  children  began  to  increase  in  2005  but  only 
after  states,  faced  with  record  breaking  deficits,  were  forced  to  curtail  Medicaid  or 
SCHIP  or  both.  Today,  69  percent  of  all  uninsured  children  nationwide  are  eligible 
but  not  enrolled  in  Medicaid  or  SCHIP,  according  to  the  American  Academy  of  Pedi- 
atrics. 

These  programs  have  been  especially  important  to  industrial  states  such  as  Ohio, 
which  have  been  losing  not  only  employer-based  insurance  but  also  industrial  jobs 
that  in  the  past  provided  insurance  for  the  families  of  those  who  fill  them.  The 
Brookings  Institution  reports  that  the  between  1995  and  2005,  Ohio  lost  more  than 
52,000  manufacturing  jobs — a  decline  of  more  than  26  percent  of  such  jobs.  The  loss 
of  those  jobs  brought  with  it  the  loss  of  health  coverage  for  thousands  of  families. 

Ohio  is  one  of  33  states  that  have  opted  to  administer  SCHIP  either  through  its 
Medicaid  program  or  through  the  combination  of  its  SCHIP  and  Medicaid  programs. 
Together,  Medicaid  and  SCHIP  cover  about  one-third  of  all  Ohio  children,  according 
to  the  Ohio  Bureau  of  Budget  Management  and  Analysis  in  2006.  Between  1998  and 
2004,  the  percentage  of  uninsured  children  declined  from  9.8  percent  to  5.4  percent, 
based  on  data  from  the  Ohio  Family  Health  Survey.  In  state  fiscal  year  2007,  Ohio's 
SCHIP  program  will  cover  an  estimated  145,000  children,  at  a  cost  of  about  $290 
million. 

The  proportion  of  Ohio  children  who  remain  uninsured  could  be  reduced  substan- 
tially simply  by  fulfilling  the  promise  of  existing  Federal  and  state  law,  since  68  per- 
cent of  all  uninsured  children  in  Ohio  are  eligible  for,  but  not  enrolled  in,  Medicaid 
or  SCHIP,  according  to  the  Health  Policy  Institute  of  Ohio. 

Recommendations  As  the  stories  of  Rhonesha,  Gene  and  Nick  demonstrate,  hav- 
ing health  coverage  makes  a  real  difference — not  only  in  a  child's  health  but  also 
in  the  cost  of  the  child's  health  care  and  in  his  or  her  ability  to  be  ready  to  learn 
and  grow  up  to  be  healthy  and  productive. 

Building  on  the  foundation  of  Medicaid's  coverage  of  28  million  children — who  are 
among  the  nation's  poorest  and  sickest  children— SCHIP  has  made  it  possible  for 
states  to  cover  an  additional  6  million  children  of  families  whose  incomes  exceed 
Medicaid  eligibility  criteria  but  who  cannot  afford  or  are  unable  to  obtain  private 
coverage  for  their  children.  At  a  time  when  the  rising  number  of  uninsured  Ameri- 
cans is  testimony  to  the  limitations  of  our  system  of  health  coverage,  the  last  decade 
of  declining  numbers  of  uninsured  children  is  a  measure  of  the  combined  success 
of  SCHIP  and  Medicaid. 

The  program's  success  can  be  seen  in  the  broad  spectrum  of  support  that  exists 
for  the  reauthorization  of  SCHIP.  No  matter  where  you  turn,  national  organizations 
of  business  groups,  insurers,  providers  and  consumers  are  saying  the  best  way  to 
turn 

around  the  loss  of  health  coverage  for  Americans  is  to  start  by  building  on  a  solid 
foundation  of  Medicaid  and  to  expand  SCHIP  to  cover  more  children. 

The  same  breadth  of  support  can  be  seen  across  Congress  and  state  capitals, 
where  there  is  strong  support  among  members  of  both  parties  for  reauthorizing 
SCHIP  and  expanding  children's  coverage.  Many  governors  have  made  expanded 
coverage  for  children  one  of  their  priorities.  Many  more,  including  Ohio's  new  gov- 
ernor, a  former  member  of  your  committee,  are  exploring  how  expanding  children's 
health  coverage  might  be  possible. 
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Because  of  this  success,  N.A.C.H.  recommends  that  Congress  commit  to  achieving 
the  goal  of  health  coverage  for  all  children.  The  first  step  should  be  to  build  on  the 
foundation  of  Medicaid  and  SCHIP.  In  particular,  N.A.C.H.  offers  four  recommenda- 
tions: 

•  Reauthorize  and  Fully  Fund  SCHIP:  Congress  should  reauthorize  and  fully  fund 
SCHIP — at  least  to  fill  in  all  projected  state  shortfalls  and  to  enable  states  to  cover 
all  eligible  but  unenrolled  children. 

•  Improve  Outreach  and  Enrollment:  Reauthorization  of  SCHIP  should  include 
specific  measures  that  help  states  to  improve  outreach  and  enrollment  of  children 
who  are  eligible  for  Medicaid  or  SCHIP.  Measures  might  include  financial  incen- 
tives, simplified  and  unified  application  forms,  extended  continuous  eligibility,  and 
others. 

For  example,  a  few  years  ago,  Cuyahoga  County  in  Ohio  undertook  a  12-month 
demonstration  of  self-declaration  of  income  by  low-income  families  applying  for  Med- 
icaid and  SCHIP,  as  part  of  a  larger  strategy  of  improving  enrollment  of  eligible 
children.  A  study  found  that  self-declaration  of  income  by  parents  resulted  in  at 
least  24,000  eligible  children  being  enrolled,  with  a  98  percent  accuracy  rate.  Ap- 
proval rates  of  applications  reached  85  percent,  up  from  65  percent  prior  to  self-dec- 
laration, and  the  time  taken  to  process  applications  was  reduced  from  between  30 
and  60  days  to  between  14  and  30  days. 

In  Ohio,  we  are  recommending  to  our  governor  new  public  investment  in  outreach, 
enrollment  and  retention,  which  were  successful  before  the  state  cut  back  its  fund- 
ing. We  also  are  recommending  a  change  in  the  frequency  of  re-determination  of  eli- 
gibility so  that  it  is  the  same  for  children  and  adults,  as  well  as  establishment  of 
presumptive  eligibility  for  children,  among  other  initiatives. 

•  Protect  Medicaid's  Safety  Net  for  Children:  As  I  have  said,  the  success  of  SCHIP 
stands  on  the  shoulders  of  Medicaid.  Our  ability  to  sustain  this  success,  as  the  Na- 
tion reaches  out  to  cover  all  children,  depends  on  both  programs  having  the  funds 
to  meet  their  goals. 

To  be  sure,  neither  Medicaid  nor  SCHIP  is  perfect.  SCHIP  is  capped;  when  funds 
run  short,  as  14  states  are  projected  to  experience  this  year,  children  are  left  wait- 
ing in  line  for  coverage.  Medicaid's  historically  low  reimbursement  rates — particu- 
larly for  physicians — too  often  leave  children  without  a  community  physician  or 
medical  home.  Nonetheless,  together  SCHIP  and  Medicaid  have  created  an  essential 
safety  net  of  coverage  for  low-income  children  and  children  with  disabilities  or  other 
special  needs. 

Children's  health  care,  especially  for  children  with  serious  illnesses  or  chronic  con- 
ditions, is  much  more  concentrated  and  regionalized  than  comparable  care  for 
adults.  Health  coverage  for  all  children,  including  all  of  the  patients  of  children's 
hospitals,  relies  heavily  on  the  strength  of  our  public  insurance  programs  for  chil- 
dren of  low-income  families. 

•  Invest  in  the  Development  of  Quality  and  Performance  Measures  for  Children: 
Finally,  more  and  more  payers  are  asking  for  quality  and  performance  measures  for 
health  care  providers.  Providers  like  Rainbow  Babies  and  Children's  Hospital  are 
pursuing  quality  and  performance  measurement  as  well.  We  are  responding  not 
simply  to  payers  but  also  to  the  need  for  ever  better,  safer  care  for  our  patients. 

The  American  Academy  of  Pediatrics,  American  Board  of  Pediatrics,  Child  Health 
Corporation  of  America  and  N.A.C.H.  are  working  together  to  identify  measures  for 
hospital  and  physician  care  for  children  and  for  ways  to  validate  those  measures. 
But  we  cannot  do  this  alone.  Achieving  quality  and  performance  measures  for  chil- 
dren needs  Federal  leadership. 

Measures  need  to  be  tested,  and  they  need  to  gain  consensus  support  and  wide- 
acceptance.  Private  and  public  investment  has  made  this  progress  possible  for  meas- 
ures for  adult  health  care.  The  Federal  Government's  leading  role  in  public  invest- 
ment has  focused  largely  on  adult  measures  and  Medicare.  A  commensurate  invest- 
ment for  children's  measures  has  not  been  made,  even  though  public  coverage 
through  Medicaid  and  SCHIP  is  the  nation's  single  largest  payer  of  children's  health 
care. 

It's  time  to  make  the  same  investment  in  quality  and  performance  measures  for 
children's  health  care  that  has  been  made  for  adults.  We  ask  that  you  provide  the 
Federal  Government,  though  the  Centers  for  Medicare  and  Medicaid  Services,  with 
the  authority  and  resources  needed  to  support  the  development  and  advancement 
of  pediatric  quality  and  performance  measures.  This  will  greatly  enhance  our  ability 
for  states,  providers  and  consumers  to  have  a  portfolio  of  measures  they  can  use 
for  children. 

Ten  years  ago,  Congress  faced  and  met  an  unprecedented  bipartisan  challenge — 
how  to  put  the  Federal  Government  on  a  solid  path  toward  elimination  of  the  Fed- 
eral deficit.  That  successful  effort  culminated  in  the  "Balanced  Budget  Act  of  1997" 
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(BBA).  And,  precisely  because  it  was  setting  priorities  vital  to  the  future  of  our  na- 
tion, Congress  created  SCHIP  as  part  of  the  BBA  to  expand  health  coverage  for  chil- 
dren. In  effect,  Congress  made  children's  coverage  a  priority  within  a  balanced 
budget. 

Ten  years  later,  Congress  faces  the  same  challenge — to  achieve  fiscal  control  while 
at  the  same  time  taking  the  next  step  to  cover  all  children.  It  should  reauthorize 
and  expand  SCHIP,  while  keeping  Medicaid  coverage  for  children  strong.  Ten  years 
of  success,  broad  support  throughout  the  private  sector,  and  bipartisan  support  in 
Congress  and  state  capitals  all  argue  for  taking  that  next  step. 

As  a  spokesperson  for  children's  hospitals,  I  can  tell  you  that  Medicaid  and 
SCHIP  are  fundamental  to  the  financial  infrastructure  of  health  care  for  all  chil- 
dren, through  the  work  of  children's  hospitals.  The  decisions  Congress  makes  on 
SCHIP  and  Medicaid  will  affect  the  health  care  of  every  child  in  this  country. 


Statement  of  Senator  Joseph  Vitale 

Good  morning.  It  is  a  welcome  opportunity  to  be  here  to  discuss  the  importance 
of  the  SCHIP  program  across  the  Nation  and  in  particular  to  the  many  children  and 
parents  of  New  Jersey. 

New  Jersey  implemented  the  SCHIP  program  in  March  1998  by  covering  children 
of  families  with  annual  income  up  to  200  percent  of  the  Federal  Poverty  Level  (FPL) 
and  called  it  NJ  KidCare.  An  example  of  200  percent  FPL  is  a  family  of  three  whose 
annual  income  does  not  exceed  $33,200.  The  program  was  met  with  great  anticipa- 
tion and  excitement  over  the  prospect  of  providing  health  insurance  to  thousands 
of  uninsured  children. 

As  enrollment  slowly  grew,  we  recognized  how  many  more  children  needed  health 
care  coverage  and  in  July  1999  expanded  eligibility  to  children  with  family  income 
up  to  350  percent  FPL  (ex.  family  of  3  with  income  not  exceeding  $58,100). 

The  KidCare  program  was  successful  and  through  it  we  learned  more  about  the 
uninsured  population  in  New  Jersey  and  how  great  the  need  was  to  provide  health 
care  to  children  and  their  parents.  We  learned  that  there  is  increased  participation 
among  eligible  children  when  parents  are  made  eligible  for  health  care  coverage.  We 
also  know  that  providing  health  care  coverage  to  pregnant  women  leads  to  healthier 
babies  and  moms. 

And  so  in  September  2000,  New  Jersey  made  a  decision  to  cover  parents  up  to 
200  percent  FPL  and  the  program  was  re-named  NJ  FamilyCare. 

Unfortunately,  due  to  consecutive  budget  crises,  New  Jersey  had  to  close  the  pro- 
gram to  parents  in  June  2002,  leaving  only  those  already  enrolled  to  continue  par- 
ticipating. 

In  September  2005,  I  sponsored  legislation  that  in  addition  to  streamlining  the 
application  process,  again  made  FamilyCare  available  to  low-income  parents  and 
guardians  up  to  115  percent  FPL  ($19,090  family  of  3)  in  2006  and  up  to  133  per- 
cent FPL  ($22,078  family  of  3)  beginning  September  2007. 

We  now  provide  health  insurance  coverage  to  over  125,000  New  Jersey  children 
and  over  79,000  adults  through  our  SCHIP  program.  In  addition,  we  cover  over 
450,000  children  and  close  to  350,000  adults  through  our  Medicaid  program.  As  a 
result,  in  partnership  with  the  Federal  Government,  New  Jersey  provides  health  in- 
surance coverage  to  over  one  million  parents  and  children. 

While  New  Jersey  uses  a  higher  percentage  of  the  Federal  poverty  level  for  eligi- 
bility for  its  SCHIP  program  than  all  other  states,  we  also  have  one  of  the  highest 
costs  of  living  in  the  nation.  Simply  put,  it  costs  far  more  to  be  poor  in  New  Jersey 
than  in  almost  all  other  states. We  have  no  choice  but  to  use  a  more  generous  eligi- 
bility income  level  in  order  to  reach  those  truly  needy  children  and  families  with 
low  income  levels. 

Through  SCHIP  and  Medicaid,  it  is  also  a  much  more  economically  responsible 
way  to  provide  health  care.  In  New  Jersey,  where  we  have  1.4  million  uninsured, 
access  to  all  levels  of  care  for  that  population  is  typically  provided  by  our  State's 
hospitals.  In  fiscal  year  2007,  the  State  has  budgeted  nearly  900  million  dollars  to 
reimburse  hospitals  for  a  percentage  of  the  costs  they  absorb  treating  the  uninsured. 
In  total,  our  State's  hospitals  provide  nearly  2  billion  dollars  of  uncompensated  care; 
a  financial  strain  that  has  put  many  hospitals  at  risk. 

New  Jersey  greatly  appreciates  the  opportunities  that  the  SCHIP  program  pro- 
vides states.  Through  our  SCHIP  program,  we  have  been  able  to  provide  health  in- 
surance and  needed  health  care  to  the  most  vulnerable  population:  our  children. 

New  Jersey  has  made  a  strong  commitment  to  the  SCHIP  program.  This  commit- 
ment is  evident  in  the  generous  benefits  package  that  we  offer,  our  attention  to  sim- 
plifying the  application  process  and  the  intense  outreach  efforts  we  have  under- 
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taken.  The  prospect  of  limiting  or,  at  worse,  eliminating  our  SCHIP  program  to 
lower  income  level  families  would  be  devastating  to  our  State's  budget  and  to  the 
families  of  our  State. 

New  Jersey  has  historically  spent  its  entire  annual  Federal  SCHIP  allotment.  And 
though  we  have  been  eligible  for  SCHIP  funds  not  used  by  other  states,  these  reallo- 
cated resources  have  been  diminishing  over  the  years.  There  is  an  urgent  need  for 
Congress  to  increase  annual  allocations  to  states  to  meet  the  ever-growing  national 
need  for  health  care  insurance. 

I  will  conclude  my  remarks  by  asking  the  members  of  this  important  committee 
to  prevent  shortfalls  in  funding  for  the  SCHIP  program  and  to  advocate  for  in- 
creased support.  Both  Medicaid  and  SCHIP  have  been  successful  and  efficient  in  ex- 
panding coverage  to  children.  By  promoting  the  continued  success  of  these  pro- 
grams, we  can  ensure  that  children  and  families  get  the  health  care  that  they  need. 

This  collaboration  between  the  Federal  Government  and  the  states,  and  with  pre- 
mium sharing  by  consumers  where  it  is  possible,  allows  the  kind  of  partnership  in 
health  care  that  is  a  model  for  success.  Without  this  continuing  alliance,  millions 
of  children  and  families  will  simply  be  unable  to  access  the  kind  of  care  that  the 
rest  of  us  have  and  some  take  for  granted. 

Thank  you,  again,  for  your  interest  in  this  urgent  issue.  I  hope  that  my  remarks 
will  help  to  support  the  need  for  leadership  and  long-term  solutions  to  this  ever  in- 
creasing need. 


Testimony  of  Alan  R.  Weil 

Chairman  Pallone,  Ranking  Member  Deal,  and  members  of  the  committee,  my 
name  is  Alan  Weil  and  I  am  the  Executive  Director  of  the  National  Academy  for 
State  Health  Policy  (NASHP),  a  non-profit,  non-partisan  organization  with  offices  in 
Washington,  DC,  and  Portland,  Maine.  Thank  you  for  the  opportunity  to  appear  be- 
fore you  today  to  discuss  health  insurance  for  children  and  the  reauthorization  of 
the  State  Children's  Health  Insurance  Program  (SCHIP). 

This  hearing  comes  at  a  very  important  time  for  the  SCHIP  program  and  for  chil- 
dren's health  insurance.  There  is  much  to  celebrate.  The  Centers  for  Medicare  and 
Medicaid  Services  (CMS)  reports  that  approximately  6.1  million  children  were  en- 
rolled in  the  SCHIP  program  during  the  past  fiscal  year.  Millions  more  children 
have  obtained  Medicaid  coverage  due  to  the  outreach  and  enrollment  efforts  associ- 
ated with  SCHIP.  A  solid  base  of  evidence  now  exists  linking  the  SCHIP  program 
to  improved  access  to  health  care  services  for  children.  The  nation  observed  declines 
in  the  percentage  of  uninsured  children  for  six  consecutive  years,  coinciding  with 
the  development  and  maturation  of  the  SCHIP  program.  But  now,  as  the  SCHIP 
program  is  up  for  reauthorization,  these  gains  have  come  to  a  halt.  Your  decisions 
with  respect  to  the  program  will  determine  whether  we  continue  to  make  progress 
on  children's  coverage  or  we  return  to  the  gloomy  days  when  we  took  as  a  given 
that  the  number  of  uninsured  children  would  grow  inexorably  year  after  year. 

NASHP  and  SCHIP 

My  organization  is  dedicated  to  promoting  excellence  in  state  health  policy  and 
practice.  We  have  provided  technical  assistance  to  state  SCHIP  programs  and 
worked  in  partnership  with  the  Federal  Government  since  the  program  was  created. 
We  serve  as  the  informal  "home"  of  the  SCHIP  directors'convening  them  each  year 
to  discuss  their  progress  and  concerns  implementing  the  program,  and  maintaining 
inter-state  communication  throughout  the  year.  We  track  state  choices  in  the 
SCHIP  program  and  have  published  three  surveys  of  state  SCHIP  programs,  enti- 
tled "Charting  SCHIP:  An  Analysis  of  the  Comprehensive  Survey  of  State  Children's 
Health  Insurance  Programs."  The  "Charting  SCHIP"  series,  published  in  1998, 
2001,  and  2006,  has  documented  the  progress  states  have  made  building  their 
SCHIP  programs  and  described  the  various  choices  made,  including  program  design, 
populations  covered,  and  benefit  offerings. 

While  my  organization  works  closely  with  the  nation's  SCHIP  directors,  I  do  not 
purport  to  speak  for  them.  My  testimony  is  solely  on  behalf  of  my  organization,  but 
its  content  is  shaped  by  the  lessons  I  have  learned  from  the  SCHIP  directors  and 
my  great  respect  for  their  commitment  and  dedication  to  the  people  of  their  states 
as  they  have  developed  and  refined  this  important  program. 

The  primary  goal  of  my  testimony  is  to  provide  context  to  the  SCHIP  reauthoriza- 
tion debate — context  that  sometimes  seems  absent  as  I  listen  to  characterizations 
of  the  program's  design  and  evolution.  My  testimony  will  focus  on  why  the  program 
looks  the  way  it  does  today  and  what  is  at  stake  in  your  deliberations. 
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"Cooperative"  federalism 

The  SCHIP  program  is  a  good  example  of  "cooperative  federalism."  The  states  and 
the  Federal  Government  shared  a  goal.  The  Federal  Government  developed  a  frame- 
work for  addressing  that  goal  and  provided  substantial  resources  to  the  states.  The 
states,  in  turn,  contributed  their  own  resources  and  tailored  the  program  to  their 
own  circumstances.  In  an  unusual  step,  many  of  the  major  features  of  the  program, 
including  the  key  regulations  and  reporting  requirements,  were  developed  through 
negotiations  directly  with  the  states  rather  than  through  edicts  handed  down  from 
Washington. 

Within  the  constraints  of  the  Federal  statute  and  regulations,  states  took  the  pro- 
gram in  different  directions.  Recently,  there  has  been  a  great  deal  of  attention  paid 
to  how  state  choices  vary  on  the  income  guidelines  for  eligibility  and  on  the  choice 
to  cover  some  parents  and  other  adults.  But  state  choices  vary  on  a  tremendous 
range  of  dimensions  such  as  the  benefit  package,  the  delivery  system,  provider  pay- 
ment levels,  health  plan  accountability  mechanisms,  family  premiums  and  copay- 
ments,  and  integration  with  employer-sponsored  insurance  and  Medicaid.  And,  of 
course,  states  have  made  varying  decisions  on  what  was  a  key  compromise  in  the 
original  statute — whether  to  operate  SCHIP  as  a  Medicaid  expansion,  as  a  separate 
program,  or  a  combination  of  the  two. 

federalism  is  frustrating — it  allows  for,  indeed  it  celebrates,  the  diversity  of  our 
nation — and  it  is  not  orderly.  Each  of  you  may  have  a  preferred  vision  for  the  pro- 
gram with  respect  to  these  many  parameters.  Your  preferences  may  be  aligned  with 
the  choices  made  in  your  own  state,  or  you  may  look  around  the  country  and  see 
other  states  operating  programs  more  in  line  with  your  own  views. 

My  overarching  message  to  you  is  that  the  tremendous  success  and  bipartisan 
popularity  of  this  program  is  directly  tied  to  its  flexible,  Federal  structure.  Efforts 
to  remake  the  program  with  a  different  vision  run  the  risk  of  undermining  the  Fed- 
eral-state partnership  that  has  allowed  it  to  thrive.  This  is  not  to  say  that  the  pro- 
gram cannot  or  should  not  be  modified.  It  is  to  say  that  the  balance  that  SCHIP 
represents  was  carefully  crafted  to  meet  objectives  that  spanned  the  political  spec- 
trum and  met  the  needs  of  the  Federal  Government  and  states.  Altering  that  bal- 
ance risks  undermining  the  roots  of  the  program's  success. 

As  someone  who  has  been  studying  the  SCHIP  program  since  its  inception,  I  find 
the  current  focus  on  the  dozen  states  that  cover  families,  the  half-dozen  states  that 
cover  childless  adults,  and  the  eight  states  that  extend  SCHIP  coverage  above  250 
percent  of  the  Federal  poverty  level  to  be  strangely  removed  from  context. 

Washington  Called — and  States  Answered 

States  embraced  the  SCHIP  program  far  more  quickly  than  they  did  the  Medicaid 
program  when  the  latter  was  enacted  four  decades  ago.  Forty-five  states  and  the 
District  of  Columbia  created  programs  within  one  year  of  SCHIP  enactment  and  all 
but  one  jurisdiction  had  a  program  in  place  by  2000.  Yet,  as  was  expected,  it  took 
time  for  eligible  families  to  learn  of  the  program,  come  to  trust  it,  and  ultimately 
enroll.  And  there  was  great  uncertainty  at  the  time  of  enactment  regarding  the  pre- 
cise number  of  eligible  children  in  each  state  so  states  tended  to  be  conservative  in 
their  estimates,  not  wanting  to  overspend  the  available  resources. 

In  the  early  years  of  the  program,  states  were  subject  to  substantial  criticism  for 
underspending.  As  the  unspent  balance  amassed,  Congress  seriously  considered  re- 
ducing the  size  of  the  SCHIP  appropriation.  Ultimately,  political  pressure  within 
states  combined  with  urgings  from  the  Federal  Government  led  to  four  responses. 

First,  states  substantially  increased  their  efforts  to  reach  out  and  find  the  eligible 
children  within  their  states.  The  working  families  that  are  served  by  SCHIP  are  not 
the  traditional  Medicaid  or  welfare  population.  No  one  had  much  experience  market- 
ing a  program  to  this  population.  States  took  a  variety  of  approaches  and  learned 
from  each  other  as  they  developed  outreach  plans.  Such  state-to-state  learning  has 
continued  as  states  have  sought  to  retain  children  on  the  program  rather  than  have 
them  cycle  on  and  off. 

Second,  states  increased  their  eligibility  standards.  The  trend  line  is  clear.  In 
1998,  twenty-two  states  had  income  limits  for  SCHIP  below  200  percent  of  the  pov- 
erty level.  By  2005,  only  eight  states  had  income  limits  that  low.  In  2005,  twenty- 
nine  states  were  at  twice  the  poverty  level,  and  13  states  were  above  that  level. 

Third,  every  state  had  an  SCHIP  allocation— even  those  like  Minnesota  that  al- 
ready covered  children  up  to  275  percent  of  the  Federal  poverty  level  at  the  time 
the  program  was  enacted.  Facing  the  same  pressures  to  spend  their  allocation  that 
every  other  state  faced,  these  leadership  states  had  the  choice  of  going  even  farther 
up  the  income  scale  or  seeking  permission  to  use  their  SCHIP  funds  to  cover  fami- 
lies or  other  adults.  States  that  chose  to  cover  parents  and  families  did  so  on  the 
basis  of  a  diagnosis  of  unmet  need,  an  understanding  that  families  are  the  typical 
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unit  for  health  insurance  coverage,  and  evidence  showing  that  family  coverage  im- 
proves program  enrollment  and  increases  the  odds  of  appropriate  utilization  by  the 
children. 

Fourth,  the  Bush  Administration's  announced  in  2001  its  Health  Insurance  Flexi- 
bility and  Accountability  (HIFA)  waiver  initiative  which  explicitly  encouraged  states 
to  apply  for  waivers  to  expand  coverage  to  low  income  populations.  Since  the  over- 
whelming majority  of  low-income  children  were  already  eligible  for  existing  pro- 
grams, the  target  population  for  HIFA  was  adults.  CMS  also  explicitly  identified 
SCHIP  funds  as  a  desired  source  of  funding  for  these  waiver  programs.  In  the  ab- 
sence of  any  other  major  Federal  initiative,  this  waiver  process,  which  included  no 
new  resources,  represented  and  continues  to  represent  the  primary  vehicle  available 
to  states  that  wanted  to  provide  health  insurance  to  childless  adults. 

These  four  steps  took  place  at  a  time  when  the  available  resources  to  any  given 
state  seemed  limitless.  With  states  given  three  years  to  spend  each  year's  allotment, 
as  the  program's  fourth  year  approached  it  was  clear  that  there  would  be  substan- 
tial funds  available  for  at  least  a  few  years  for  all  states  that  exceeded  their  allot- 
ments. The  combination  of  large  unspent  balances,  pressure  to  draw  down  all  avail- 
able funds,  and  the  incentive  of  an  enhanced  matching  rate,  made  it  possible  for 
all  but  the  largest  states  to  expand  their  programs  as  far  as  they  wanted  to,  con- 
fident that  reallocated  funds  would  be  available  to  pay  for  the  Federal  share.  And 
it  is  worth  noting  that  the  larger  states  are  underrepresented  in  lists  of  states  that 
have  gone  beyond  the  original  core  parameters  of  the  SCHIP  program.  Larger  states 
could  not  be  confident  that  reallocated  resources  would  be  sufficient  to  meet  their 
greater  needs. 

The  purpose  of  telling  this  story  is  to  explain  that,  as  the  program  was  maturing, 
ample  Federal  resources  were  available.  States  were  under  great  pressure  to  spend 
those  resources,  and  the  Federal  Government  was  actively  encouraging  states  to 
draw  down  SCHIP  dollars  to  meet  the  needs  of  children  in  families  with  income 
above  twice  the  poverty  level  as  well  as  low-income  adults.  Washington  called,  and 
states  answered  the  call. 

The  SCHIP  Structure  Makes  Planning  Difficult 

Today  the  picture  looks  quite  different.  We  speak  of  shortfalls  and  states  are  criti- 
cized for  the  choices  they  were  encouraged  to  make  just  a  few  years  ago. 

Rather  than  point  fingers  we  should  acknowledge  that  the  structure  of  the  SCHIP 
program  makes  planning  difficult,  and  at  times  impossible.  The  actual  resources 
available  to  a  state  in  a  given  year  cannot  be  known  until  shortly  before  the  year 
begins,  at  which  point  it  becomes  possible  to  estimate  how  many  funds  are  available 
for  reallocation  and  how  many  other  states  are  eligible  to  receive  reallocated  funds. 
The  reallocation  formula  and  timelines  have  been  modified  over  the  years — gen- 
erally with  the  positive  intention  of  preserving  resources  for  children's  coverage — 
but  the  knowledge  that  the  formula  can  change  at  any  time  makes  planning  quite 
difficult.  And,  of  course,  with  any  health  insurance  program,  the  needs  of  the  popu- 
lation are  constantly  changing. 

Why  is  there  a  hint  of  approbation  directed  at  those  states  that  have  shortfalls, 
when  there  is  mostly  silence  regarding  those  states  that  have  not  spent  their  full 
allotment?  The  fact  is  that  the  allocation  formula  and  process  all  but  guarantee  that 
there  will  be  overspending  and  underspending.  The  law  creates  an  impossible  task 
for  states:  project  your  spending  perfectly  using  imperfect  information.  The  states 
should  not  be  scapegoats  for  problems  inherent  in  the  program's  design. 

Learning  from  the  SCHIP  Experience 

The  SCHIP  program  has  been  a  successful  Federal-state  partnership.  By  delegat- 
ing key  decisions  to  the  states,  the  Federal  Government  has  obtained  a  level  of  polit- 
ical, financial,  and  administrative  support  at  the  state  level  that  is  unusual  in  the 
realm  of  social  programs.  States'  choices  reflect  the  economy,  health  care  systems, 
values,  politics,  and  fiscal  capacity  that  each  state  has.  What  happens  if  Congress 
substitutes  its  judgment  for  those  of  the  states?  Of  course  that  is  your  prerogative, 
but  with  that  authority  comes  the  responsibility  to  recognize  the  likely  con- 
sequences. Taking  a  program  that  states  consider  a  success  and  a  reflection  of  their 
values  and  priorities  and  forcing  them  to  modify  that  program  in  a  manner  that 
may  diverge  from  those  priorities  risks  losing  the  investment  and  support  that 
states  currently  have.  Changes  at  the  margin  likely  have  limited  risks,  but  major 
changes  carry  substantial  risks. 

In  addition,  please  keep  in  mind  that  the  states  have  their  own  list  of  concerns 
regarding  the  program.  In  particular,  SCHIP  directors  have  told  us  of  their  frustra- 
tion at  their  inability  to  provide  supplemental  benefits  in  key  areas  such  as  dental 
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care  for  children  whose  private  insurance  does  not  include  this  benefit.  The  prohibi- 
tion on  covering  children  of  state  employees  not  only  is  inequitable  but  it  poses  ad- 
ministrative barriers  to  enrolling  all  children  since  it  lengthens  the  application  proc- 
ess. Rules  regarding  premium  assistance  programs  are  cumbersome.  My  point  in 
listing  these  items  is  to  remind  you  that  the  program  is  not  perfect  in  anyone's  eyes. 
Compromise  is  a  central  feature  of  SCHIP. 

But  the  most  important  lesson  from  SCHIP  is  that  it  is  possible  to  develop  a  suc- 
cessful program  that  overcomes  the  ideological  chasm  that  has  generally  prevented 
progress  toward  addressing  the  needs  of  the  47  million  Americans  without  health 
insurance.  Congress  could  not  resolve  the  key  ideological  choice  when  SCHIP  was 
enacted:  Should  it  be  a  Medicaid  expansion  or  should  it  be  a  separate  program  pat- 
terned on  commercial  health  insurance?  Congress  passed  that  decision  to  the  states. 
These  were  hard-fought  battles  in  some  states,  but  every  state  rose  to  the  occasion, 
made  choices,  and  moved  forward  with  implementation. 

In  an  era  in  which  people  question  whether  or  not  government  can  do  anything 
right,  here  is  a  program  that  has  accomplished  exactly  what  it  set  out  to  accomplish. 
It  has  not  done  it  perfectly,  and  it  has  not  done  it  consistent  with  any  one  person's 
unified  vision  for  how  a  program  ought  to  look,  but  it  has  done  it  in  a  truly  Amer- 
ican way  reflecting  our  nation's  diversity  and  diverse  values. 

What  is  at  Stake  in  Reauthorization? 

It  might  be  tempting  to  go  back  and  use  the  same  playbook  in  reauthorizing 
SCHIP  that  was  used  ten  years  ago.  Yet,  that  would  overlook  a  whole  wealth  of  in- 
formation, gained  through  experience,  states  have  provided  policymakers.  States 
know  first-hand  what  has  worked  and  what  has  failed  in  their  state.  In  many  cases 
states  have  redesigned  their  programs  over  time  to  achieve  better  results.  States 
have  taken  seriously  the  flexibility  and  responsibility  granted  in  the  original  stat- 
ute. 

Much  of  the  reauthorization  debate  focuses  on  the  level  of  funding.  This  is  a  criti- 
cal issue,  but  it  is  a  debate  to  which  I  have  little  to  add.  Other  aspects  of  the  debate 
have  turned  to  whether  or  not  the  target  population  for  the  program  should  be  rede- 
fined. On  that  issue  I  simply  note  that  each  of  the  6  million  Americans  reached  by 
this  program  last  year  came  to  his  respective  state  because  he  needed  help  meeting 
a  basic  need — the  need  for  health  insurance.  Any  modifications  that  prohibit  cover- 
ing anyone  currently  on  the  program  will  add  another  person  to  the  growing  ranks 
of  the  uninsured.  Any  calculation  of  future  levels  of  funding  that  fails  to  account 
for  the  resources  needed  to  retain  coverage  for  those  currently  on  the  program  will 
have  the  same  negative  effect.  Funding  allocations  that  fail  to  consider  the  eroding 
effects  of  health  care  inflation  and  premium  increases  will  result  in  fewer  people 
covered  each  year.  And  any  funding  level  that  fails  to  account  for  the  costs  of  reach- 
ing those  who  are  eligible  for  this  program  but  not  enrolled  will  serve  as  a  barrier 
to  finishing  the  job  that  SCHIP  so  successfully  began. 

While  the  Deficit  Reduction  Act  prohibited  CMS  from  approving  additional  waiv- 
ers that  enable  states  to  use  SCHIP  funds  to  cover  childless  adults,  one  comment 
on  this  topic  is  warranted.  Nearly  one  out  of  three  19  to  24  year  olds  in  this  country 
is  uninsured — a  rate  far  higher  than  for  children.  Targeting  limited  resources  to 
children  is  an  appropriate  value  judgment,  but  we  should  not  ignore  the  fact  that 
as  children  become  young  adults  (and  enter  their  child-bearing  years)  our  existing 
public  programs  and  private  insurance  policies  shove  them  off  a  cliff  of  eligibility. 
The  importance  of  health  insurance  for  a  20  year  old  is  no  less  than  for  a  17  year 
old,  but  our  nation's  commitment  to  meeting  the  health  needs  of  20  year  olds  is  far 
more  limited  than  it  is  to  people  just  a  few  years  younger. 

At  a  time  when  the  number  of  uninsured  Americans  continues  to  rise  and  ideo- 
logical division  often  impedes  broader  health  reform  efforts,  SCHIP  has  been  a  tre- 
mendous achievement.  States  rose  to  the  occasion,  showing  an  ability  to  break 
through  the  ideological  divide  and  implement  a  successful  health  program.  States 
expanded  coverage  and  helped  cut  the  ranks  of  the  uninsured.  States  need  prompt 
reauthorization  so  they  can  plan  for  the  future — the  expiration  of  the  current  au- 
thorization is  only  seven  months  away  and  states  are  already  well  into  the  process 
of  setting  their  budgets  for  next  year.  And,  ultimately,  states  need  an  expanded  Fed- 
eral financial  commitment  of  resources  so  they  can  continue  making  progress  meet- 
ing the  needs  of  their  citizens  who  would  otherwise  go  without  health  insurance. 

An  effective  Federal/state  partnership  brought  us  to  this  point.  A  continued  part- 
nership is  the  best  framework  for  meeting  the  tremendous  remaining  needs  of  chil- 
dren and  families. 
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Statement  of  Janet  Stokes  Trautwein 

The  National  Association  of  Health  Underwriters  (NAHU)  is  the  leading  profes- 
sional trade  association  for  health  insurance  agents  and  brokers,  representing  more 
than  20,000  health  insurance  producers  and  employee  benefit  specialists  nationally. 
Our  members  service  the  health  insurance  policies  of  millions  of  Americans  and 
work  on  a  daily  basis  to  help  individuals  and  employers  purchase  health  insurance 
coverage. 

In  the  course  of  conducting  their  business,  NAHU  members  regularly  encounter 
parents  of  SCHIP-eligible  children  that  have  access  to  employer-sponsored  health 
insurance  coverage  but  cannot  afford  their  portion  of  the  dependent  premiums. 
Some  of  these  parents  enroll  their  children  in  SCHIP,  but  many  children  remain 
uninsured.  NAHU  would  like  to  see  the  process  for  states  to  voluntarily  use  SCHIP 
dollars  to  subsidize  such  employer-sponsored  coverage  made  much  simpler  so  that 
more  families  can  be  covered  together  under  the  same  private-market  plans. 

With  the  upcoming  reauthorization  of  SCHIP,  NAHU  feels  that  there  is  a  great 
opportunity  at  hand  to  improve  SCHIP's  existing  public/private  partnership  struc- 
ture and  more  cost-effectively  cover  more  low-income  uninsured  children  by  remov- 
ing some  current  restrictions  that  have  hindered  premium-subsidy  efforts  of  private- 
market  employer-sponsored  coverage.  Doing  so  would  have  the  following  benefits: 

•  More  families  would  accept  employer-sponsored  coverage  for  their  children,  low- 
ering the  number  of  uninsured  children. 

•  The  administrative  burden  on  low-income  families  would  be  lessened,  as  families 
could  be  covered  together  on  the  same  health  insurance  plan. 

•  It  would  reduce  the  "crowd-out"  of  the  private  market  that  occurs  when  parents 
decline  employer-sponsored  coverage  in  favor  of  SCHIP  coverage  for  their  depend- 
ents. 

•  It  would  lower  costs  by  taking  advantage  of  any  premium  dollars  employers  are 
willing  to  contribute  toward  their  eligible  employee  dependent  premiums — money 
that  is  now  often  "left  on  the  table." 

•  It  would  also  reduce  SCHIP  costs  because  the  risk  associated  with  covering  the 
children  with  employer-sponsored  coverage  would  be  borne  by  the  private  market 
plan  rather  than  the  public  program. 

•  Licensed  health  insurance  producers,  who  are  already  helping  millions  of  busi- 
ness owners  purchase  health  insurance  coverage  for  their  employees  nationally, 
could  provide  outreach  and  enrollment  assistance  at  virtually  no  cost  to  the  SCHIP 
program. 

The  original  SCHIP  legislation  included  an  option  for  states  to  subsidize  em- 
ployer-based family  coverage  for  eligible  children  if  the  coverage  met  certain  re- 
quirements. But  these  rules  are  considered  onerous  by  states;  consequently,  only 
nine  have  attempted  to  implement  premium-assistance  programs.  In  order  to  re- 
ceive federal  approval  to  operate  an  employer-buy-in  program  under  SCHIP,  states 
must  demonstrate  that  the  premium  assistance  will  be  directed  to  employer  plans 
that  meet  SCHIP  requirements,  including  benefit  standards,  enrollee  cost-sharing 
limits,  and  minimum  employer  premium  contribution  levels.  In  addition,  states 
must  show  that  buying  the  private  insurance  plan  is  cost-effective  in  comparison  to 
the  cost  of  covering  the  enrollee  directly  through  the  state  SCHIP  program. 

NAHU  feels  that  it  is  crucial  for  Congress  to  make  the  SCHIP  premium  subsidy 
process  as  simple  as  possible  for  both  states  and  employers  during  the  upcoming 
program  reauthorization  process.  While  subsidization  of  employer-sponsored  health 
insurance  certainly  won't  be  the  solution  for  all  SCHIP-eligible  children,  it  would 
be  an  attractive  option  for  many  working  families,  and  NAHU  members  work  every 
day  with  employers  that  would  love  to  be  able  to  offer  this  type  of  subsidized  cov- 
erage to  their  eligible  employees  as  a  benefit.  However,  for  this  option  to  work,  it 
needs  to  be  easy  for  states  to  implement  and  administer,  and  more  importantly,  the 
regulations  governing  this  option  need  to  be  flexible  enough  to  apply  to  all  different 
types  of  employers  and  their  varying  benefit  plan  options.  Congress  could  improve 
the  ability  of  states  and  employers  to  offer  and  qualify  for  premium  subsidies  by 
making  the  following  changes  to  SCHIP: 

Restructure  the  Cost-Sharing  Requirements.  The  current  SCHIP  legislation  vir- 
tually prohibits  cost-sharing  for  children  in  families  under  150  percent  of  the  pov- 
erty level,  and  it  is  limited  to  five  percent  of  family  income  for  families  with  incomes 
that  exceed  150  percent.  Unfortunately,  cost  sharing  is  defined  to  not  only  include 
premiums,  but  also  co-payments,  deductibles  and  co-insurance.  As  such,  most  "aver- 
age" private  plans  would  exceed  the  five-percent  maximum  for  many  eligible  partici- 
pants, and  the  rule  hinders  qualifying  employers  from  making  changes  to  plan  de- 
signs. If  the  cost-sharing  language  was  amended  to  only  cover  health  plan  pre- 
miums, this  problem  would  be  alleviated. 
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aM?™  ChanSes  to  the  "Crowd-Out"  Requirements.  A  further  challenge  is  that 
bCHIP  regulations  specify  that  children  have  to  be  without  employer-sponsored  cov- 
erage for  at  least  six  months  to  be  eligible.  This  provision  was  originally  put  in  place 
to  prevent  the  crowd-out,  but  it  actually  has  had  the  reverse  effect.  It  hinders  em- 
ployer subsidization  efforts  as  it  penalizes  those  employers  that  have  already  been 
subsidizing  the  coverage  of  SCHIP-eligible  dependents.  The  SCHIP  crowd-out  re- 
quirements are  also  inconsistent  with  Medicaid  rules,  which  allow  for  children  to 
receive  subsidized  coverage  if  they  have  employer-sponsored  coverage.  Since  the  ma- 
jority of  states  combine  their  SCHIP  programs  with  Medicaid  in  whole  or  in  part, 
the  inconsistency  serves  as  a  further  obstacle  to  premium  assistance.  To  fix  this 
problem  we  would  like  to  see  the  reauthorization  legislation  specify  that  income-eli- 
gible children  who  already  have  access  to  employer-sponsored  coverage  be  imme- 
diately eligible  for  SCHIP  premium  assistance. 

Make  it  simpler  for  employer-sponsored  health  benefit  plans  to  qualify.  Current 
SCHIP  rules  require  that  states  set  minimum  employer  contribution  amounts  or 
percentages  for  employers  to  qualify  for  premium  subsidy  programs.  Employers 
structure  employee  cost-sharing  requirements  differently  based  on  a  variety  of  fac- 
tors, and  don't  always  use  percentages  or  flat-dollar  amounts  to  determine  their  con- 
tribution. Also,  overly  specific  requirements  can  be  difficult  for  states  to  administer, 
as  it  necessitates  that  they  review  every  potential  participating  employer's  benefit 
plan  structure  every  year.  This  regulation  was  put  into  place  to  make  sure  that  par- 
ticipating employers  contribute  to  premiums,  but  it  is  really  not  necessary  to  ensure 
employer  participation.  The  cost-effectiveness  test,  if  properly  applied,  will  enough 
to  determine  adequate  employer  contributions.  As  such,  NAHU  recommends  that 
the  reauthorization  legislation  specify  that  premium  contributions  are  required  for 
an  employer  plan  to  qualify  for  participation  in  any  SCHIP  premium-subsidy  pro- 
gram, but  it  should  also  specify  that  the  means  of  contribution  must  be  left  up  to 
the  individual  employer's  discretion. 

Improve  the  design  for  the  cost-effectiveness  test.  Like  with  Medicaid,  any  SCHIP 
premium  subsidy  must  be  cost-effective  for  the  state.  However,  unlike  with  Medicaid 
premium  subsidy  programs,  states  with  SCHIP  programs  that  are  separate  from 
their  Medicaid  programs  must  apply  for  a  special  waiver  when  non-eligible  family 
members  are  included  in  the  employer-premium  that  is  being  subsidized.  Under  this 
"family  waiver"  scenario,  the  cost  of  insuring  the  entire  family  privately  must  be 
less  than  the  cost  of  insuring  just  the  SCHIP-eligible  child  in  the  public  program. 
Since  almost  all  employer  health  insurance  policies  for  dependents  are  based  on  a 
family  rate  and/or  a  rate  for  a  parent  plus  his/her  dependent  children  rather  than 
a  separate  rate  for  just  the  children,  the  vast  majority  of  private  plans  fall  into  this 
family  waiver  category,  making  this  test  formula  virtually  impossible  for  most  em- 
ployer plans  to  meet.  NAHU  recommends  that  the  SCHIP  reauthorization  legisla- 
tion eliminate  the  family  waiver:  requirement  and  instead  apply  the  Medicaid  cost- 
effectiveness  standard,  which  merely  compares  the  cost  of  covering  the  eligible  indi- 
vidual^) privately  versus  publicly. 

Make  Medicaid  and  SCHIP  rules  consistent.  In  addition  to  the  cost-effectiveness 
test  requirements,  many  SCHIP  premium-subsidy  regulations  are  inconsistent  with 
Medicaid  rules  on  the  same  topics.  This  poses  a  significant  administrative  challenge 
to  states,  because  in  the  majority  of  states  these  programs  are  at  least  partially 
combined.  The  reauthorization  legislation  should  specify  that  all  of  these  regulations 
be  reviewed  and  the  inconsistencies  resolved,  with  the  goal  of  simplifying  the  em- 
ployer plan  integration  process  for  both  Federal  programs. 

Make  premium  subsidy  programs  easier  to  administer.  One  of  the  biggest  obsta- 
cles to  successful  premium  subsidy  programs,  from  both  the  employer  and  adminis- 
trative perspective  are  the  plan  benchmark  standards.  Since  these  requirements 
must  be  implemented  on  a  case-by-case  basis,  with  an  annual  review  of  every  em- 
ployer-sponsored health  benefit  plan  that  wishes  to  participate,  they  are  very  hard 
for  states  to  administer.  Also,  since  SCHIP  benchmarks  do  not  conform  to  most  pri- 
vate-market employer-sponsored  plan  designs  (in  some  states,  there  aren't  even 
fully  insured  products  available  for  private  employers  to  buy  that  would  meet  these 
standards),  the  benchmarks  have  really  hindered  program  enrollment  in  the  states 
that  have  attempted  premium  subsidies. 

Clearly,  the  reasons  plan  benchmarks  were  included  in  the  original  SCHIP  legis- 
lation was  to  ensure  that  program  beneficiaries  were  receiving  adequate  coverage. 
However,  NAHU  feels  that  this  goal  can  be  achieved  in  a  way  that  would  be  simpler 
for  the  states  to  administer  and  allow  many  more  employer  plans  to  qualify.  We  rec- 
ommend that  instead  of  including  benchmarks  for  employer-sponsored  plans,  the  re- 
authorization legislation  should  specify  that  eligible  children  who  participate  in  an 
employer-subsidy  program  also  be  eligible  for  SCHIP  wrap-around  coverage  for  serv- 
ices not  covered  by  their  employer-sponsored  plan.  SCHIP  coverage  would  be  used 
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by  eligible  children  merely  to  fill  in  any  gaps  in  coverage,  a  method  that  has  been 
used  successfully  and  cost-effectively  in  the  Medicaid  programs  in  many  states. 

Make  sure  that  employees  know  about  the  programs.  In  order  for  employer  pre- 
mium-subsidy programs  to  work,  employees  have  to  know  about  them.  However, 
ERISA  prevents  states  from  requiring  employers  to  notify  their  employees  about  the 
existence  of  such  programs.  As  such,  NAHU  recommends  that  Congress  amend 
ERISA  as  part  of  the  reauthorization  legislation  to  require  employer  notification 
about  Medicaid  and  SCHIP  premium  subsidy  programs,  similar  to  way  that  employ- 
ers are  required  to  notify  eligible  employees  about  Medicare  Part  D  benefits. 

Make  it  easier  for  states  to  get  information  about  employer  sponsored  plans.  A 
final  challenge  to  SCHIP  subsidization  of  employer  coverage  is  state-level  reporting 
requirements.  To  calculate  the  cost-effectiveness  test  needed  for  employer  premium 
subsidy  programs,  states  need  to  obtain  information  about  employer-sponsored  plan 
designs.  Due  to  ERISA  obstacles,  there  is  no  way  of  imposing  reporting  require- 
ments on  private  employer-sponsored  plans.  This  barrier  has  hindered  many  states 
from  taking  up  the  idea  of  premium  subsidies.  Under  current  law,  states  can  either 
ask  employers  to  provide  this  information  voluntarily  (which  many  do,  but  not  all) 
or  ask  the  parents  of  SCHIP  beneficiaries  to  obtain/provide  it  (which  is  both  ineffi- 
cient and  also  overly  burdensome  for  parents).  Congress  could  make  this  process 
much  more  efficient  for  states  and  also  easy  for  employers  by  amending  ERISA  to 
require  employers  participating  in  an  SCHIP  premium  subsidy  program  to  directly 
provide  their  summary  plan  descriptions  to  the  state  upon  request.  Right  now 
ERISA  plans  are  already  required  to  provide  employees,  upon  their  request,  with 
summary  plan  descriptions.  The  information  contained  in  these  summaries  would 
be  sufficient  for  the  states  to  determine  the  cost-effectiveness  of  an  employer  plan. 

Thank  you  for  this  opportunity  to  provide  information  about  how  SCHIP  could  be 
modified  to  cover  more  uninsured  children  through  the  employer-based  health  insur- 
ance delivery  system.  NAHU  feels  that  SCHIP  effectiveness  could  increase  dramati- 
cally by  eliminating  legislative  and  regulatory  barriers  that  have  made  it  difficult 
for  states  to  develop  private-market  based  plans.  We  look  forward  to  working  with 
Congress  and  the  Energy  and  Commerce  Committee  during  the  upcoming  reauthor- 
ization process  to  address  this  issue.  If  you  have  any  questions,  or  if  NAHU  could 
be  of  further  assistance,  please  do  not  hesitate  to  either  contact  me  directly  at  either 
(703)  276-3806  or  jtrautwein@nahu.org,  or  speak  with  our  Vice  President  of  Con- 
gressional Affairs,  John  Greene,  at  (703)  276-3807  or  jgreene@nahu.org. 
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